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MULTIPLIER ANALYSIS AND THE BALANCE OF 
PAYMENTS 


Proressor Mrapz’s articles on Income, Expenditure and 
Balance of Payments in recent issues of the Economic JouRNAL 
(December 1948, p. 483, and March 1949, p. 17) are intended to 
show the application of the principle of the multiplier to the 
balance of payments. They suggest the raising of some very 
fundamental questions in regard to the use of multiplier analysis. 

The conception of the multiplier has arisen from the mutual 
reactions of income and outlay. Income generates outlay, and 
outlay generates income. Consequently, any addition to outlay 
generates a further addition to outlay, this yet a further addition 
and so on, and an infinite series results. 

If at each step the amount of outlay generated is diminished, 
the series may be convergent. In the particular case where it 
is diminished in an unvarying proportion, n, an original addition, 


x, will generate a total addition 7(1+n-+n?+.. .) or >—— 





> 





and TOs is then the multiplier. 


(Outlay here means outlay out of income : the spending which 
effects disposals, that is to say, takes goods finally off the market, 
consumable goods for consumption and instrumental goods for 
use.) 

It is unnecessary to assume that the same proportion, n, 
prevails throughout, or that the process goes by separate stages. 
The increase in outlay and income may be supposed to progress 
gradually, and to come to an end when the limit is reached. The 
ratio of the ultimate increase in outlay to the initial increase may 
still be called the multiplier. j 

Professor Meade’s analysis is concerned with the case where 
a change in the balance of payments is involved. It is best 
illustrated by a transfer of spending, to an amount, z, per unit of 
time, from home-produced goods to imports (visible or invisible), 
without any initial change in outlay as a whole. 
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Producers encounter a diminution of disposals to the amount 
of x. They will reduce output, and, output being equal to in- 
come, the reduction of income will be followed by a reduction of 
outlay. 

The reduction of outlay will be felt partly in reduced spending 
on imports and on exportable goods, partly in reduced disposals 
at home. The reduced disposals at home will give rise to a further 
reduction of output, of income and of outlay. In iact there will 
occur that mutual action of income and outlay which leads up to a 
multiplier. When the reduction in spending on imports and the 
increase in exports together amount to x, the adverse balance will 
have been eliminated. Income and outlay will be equal, and, if 


they have decreased by y, the multiplier is u ‘ 


The existence of a multiplier depends on the infinite series 
generated by the mutual action of income and outlay being con- 
vergent. Professor Meade deals with this aspect of the subject on 
pp. 492-5. “A rise in the national income, Y, will itself induce 
some increase in domestic expenditure, D,;, but not probably an 
exactly equivalent increase. Some part, A, of the increased 
national income will leak away in the form of tax payments, 
increased savings and the like.” 

He divides the proportion, 1 — A, of the increment of income, 
which takes effect in outlay, into C, + C,, representing consump- 
tion by individuals or by the State, and C,, representing outlay 
on “capital development.” A necessary condition of conver- 
gence is that 1 — A must be less than unity. Professor Meade 
assumes quite legitimately that the increase or decrease in con- 
sumption will be less than in proportion to the increase or decrease 
in incomes, but about the portion, C,, applied to capital outlay 
he is more doubtful. An increase in consumption stimulates 
investment at home and it is not certain that C, would not be so 
considerable as to make 1 — A greater than unity. 

That possibility he decides to disregard (p. 495). But has he 
not been misled by the ambiguities of the word “‘ investment ”’ ? 
He has identified “‘ the investment element, C;,” with outlay on 
“ capital development” (p. 493). ‘The increased domestic 
activity may require some period during which new capital is 
installed.” (P. 495.) 

For his purpose “‘ investment ”’ must include the accumulation 
of stocks of goods, a process differing fundamentally in its causes 
and in its consequences, from the installation of new capital. 
Over the short period, within which the convergence or divergence 
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of the series makes itself felt, an increment or decrement of stocks 
is one of the essential factors. 

Consider first a closed system. Let an increase, z, in outlay 
occur. What will be the effect on income? A distinction has to 
be made between outlay on movable material products, of which 
stocks are held, and outlay on other products. The latter forms 
of outlay include not only outlay on consumable services, but also 
the greater part of capital outlay. Outlay on these generates 
equal and simultaneous income. Outlay on stock-held products, 
on the other hand, only generates income indirectly. Purchases 
from stock do not in themselves generate income. Only the 
orders subsequently given for the replenishment of stocks have 
that effect. 

Any difference between income and outlay over an interval of 
time represents a change in traders’ stocks. We may suppose 
the initial increment of outlay to be spent on all kinds of products. 
A part will be spent on stock-held products. With larger sales, 
traders will want to hold larger stocks; the orders they give to 
producers will therefore be more than equivalent to their sales. 
The increment of income generated will exceed the increment of 
outlay. 

On the other hand, when this increment of income comes to be 
spent, the increment of outlay may be less than the increment of 
income. People with increased incomes will want increased cash 
holdings. 

The process is not to be conceived as a succession of separate 
increments of income and outlay. It starts with an excess, z, 
of outlay, and a consequent excess of disposals and reduction of 
stocks by x per unit of time. Increased orders bring about an 
increase in production and therefore in income. The growing 
income is associated with growing outlay, and, so long as income 
falls short of outlay, production falls short of disposals, and stocks 
continue to diminish. 

The outcome depends on monetary conditions. We may 
assume that a stage will be reached at which income has expanded 
so far that consumers need all their cash holdings for current 
purposes, and can no longer spend in excess of income. Any fur- 
ther enlargement of income will involve an excess of income over 
outlay in order to provide increased cash holdings. Thence- 
forward there will be a growth of stocks, equal to the excess of 
income over outlay, which will go towards making good the 
accrued deficiency of stocks. While any deficiency of stocks re- 
mains, orders for new production will tend to exceed sales, and 
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income will continue to expand. The credit system, if it allows 
a sufficient supply of money to the traders for all operations 
which they undertake, will not interfere with the action of 
consumers in increasing or diminishing their cash holdings. 

So long as expansion of outlay continues, even though outlay 
expands less than income, a further increase of stocks will be re- 
quired, and only any surplus of production over what is needed 
for this further increase will be available towards making good 
the accrued deficiency. If the deficiency is never wiped out, the 
series is divergent. We may take as the test of convergence the 
restoration of traders’ stocks to their due proportion to production 
and sales. As stocks approach that limit, the expansion of income 
will tail off, and we may assume that the need for increased cash 
holdings will cease to be felt. 

Theoretically, however, that assumption might never be ful- 
filled. When traders’ stocks reach their due proportion, consumers 
might still be increasing or decreasing their cash holdings, and when 
cash holdings reach their due proportion, traders might still be 
increasing or decreasing their stocks. An oscillatory movement 
between the two limits might go on indefinitely. 

If the series is divergent, the growth of production will en- 
counter a limit when productive capacity is reached, and, with the 
assumption that prices are not to rise, the limit of production will 
also be the limit of the expansion of income. Even a convergent 
series may be cut short by the limit of capacity, before its own 
limit is reached. Professor Meade seems to assume that capacity 
will not be reached. Perhaps his qualification that the increments 
are ‘‘ small” (p. 491) is intended to secure this condition so long 
as the series is convergent. 

Where the disturbance starts with a decrement of outlay, the 
series is bound ultimately to be convergent. Even if the produc- 
tion of stock-held products dwindled to nothing, there would still 
be some purchases from stock. Not only would consumers meet 
their needs from their cash holdings, but there would still be in- 
comes derived from the rendering of consumable services, and from 
capital outlay. Eventually therefore stocks would be reduced 
below the appropriate proportion to sales, and production of stock- 
held products would recommence. That is, of course, an extreme 
assumption. We may suppose that a sufficient demand for 
stock-held products will be maintained to keep some production 
always in being. 

The foregoing refers to a closed system. Professor Meade’s 
analysis is concerned with an open system. We may revert to the 
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supposition of a transfer of spending, x, from home-produced goods 
to imports, visible and invisible, without any initial change in 
outlay. There results a deficiency, x, of disposals at home, and an 
accumulation of stocks at the rate of x per unit of time. Produc- 
tion will contract, and income and outlay will shrink. With the 
shrinkage of outlay will be associated a diminution of the adverse 
balance. 

But the fall in outlay will lag behind the fall in income, and 
there will be an excess of outlay overincome. The rate of accumu- 
lation of stocks will be the difference between the adverse balance 
and the excess of outlay over income. The diminution of the 
adverse balance will eventually reduce this difference to nothing, 
so that the accumulation of stocks will cease; a continuing ad- 
verse balance will be paid for by an excess of outlay over income. 
But there will still be an excess of stocks due to the previous 
accumulations. Income and outlay will continue to shrink, and 
outlay will continue to exceed income. If there is to be any re- 
duction of the excess of stocks there must be an excess of outlay 
not only over income but over income plus adverse balance. 
Ultimately, as in a closed system, the excess stocks will be used up, 
and the reduction of income will cease. 

It is not certain that by that time the adverse balance will have 
been extinguished. There might still be an adverse balance, and 
an equal excess of outlay over income. Alternatively, the adverse 
balance might have been not merely extinguished but changed 
into a favourable balance, along with an equivalent excess of in- 
come over outlay. 

Professor Meade’s equations start with the assumption that 
income is equal to outlay. Otherwise it is not income but outlay 
that is equalto D+ 7. The equations, it may be said, represent 
a limiting case. And it is true that for a closed system the limiting 
case at which a multiplier emerges is reached when income and 
outlay become equal. 

For an open systen there is no definite limiting case. Stocks 
cease to vary when income is equal to disposals, D, and the differ- 
ence between imports and exports (visible and invisible) is met by 
an equal difference between outlay and income. But that position 
cannot last; the difference between income and outlay is reflected 
in a cumulative change in consumers’ cash holdings. So long 
as there is an adverse balance, the system will oscillate between 
the limit at which stocks are stable, but outlay exceeds income, 
and that at which outlay and income are equal, but stocks are 
accumulating. Even when the adverse balance is extinguished, 
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there may be an existing difference between income and outlay 
to cause a renewed disequilibrium. 

For an open system therefore there is no limiting case appro- 
priate to the equations. The way to give them significance is to 
interpret Y to mean not income but outlay. Then the equation 
Y = D + T becomes rigorously true, not merely in limiting cases 
but generally. 

Professor Meade distinguishes L, foreign lending, from /, 
imports. But the distinction is an unnecessary complication. 
Land I will no doubt be different functions of Y. But the various 
components of L and the various components of I will likewise be 
different functions of Y. Professor Meade points out that his 
equations will be simplified if L = 0 (p. 504), and the same simpli- 
fication is obtained by treating foreign lending as an invisible 
import, and aggregating it with 7. That makes P equal to 7, 
and Y=D+P. 

Professor Meade’s analysis is intended to show the effects of 
the three possible policies : neutral balance, external balance and 
internal balance. Of these, the last aims at stabilising income at 
the cost of a continuing adverse balance: ‘the authorities in A 
inflate their domestic expenditure in order to preserve A’s national 
income and employment ”’ (p. 18 note). That is to say, the de- 
cline in production of stock-held products is compensated by an 
increase of Government expenditure (on public works or other 
services). If there is to be no difference between income and out- 
lay, the Government expenditure must be defrayed out of revenue 
(or at any rate without inflationary devices); the taxpayers’ 
power of spending on stock-held products will be curtailed, and the 
accumulation of unsold stocks equal to the adverse balance will 
continue unabated. 

That absurdity arises from the formula Y= D+T7. And 
Professor Meade’s use of the term “inflate ” shows that he is not 
really contemplating it. He has in mind the case where the 
Government expenditure gives rise to an excess of outlay over 
income. Ifthe accumulation of stocks is to be avoided, the excess 
of outlay must be at least equivalent to the adverse balance. 

Let Y be outlay, and let Y’ denote income. The policy of 
internal balance requires 


Y'’ =D 
Y—Y'=P 
The policy of external balance requires 
P=0 


Y= Y’'=D 
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Neutral balance would require the same conditions as external 
balance, but may never be reached ; for there is no certainty that 
P and Y — Y’ will ever both be zero together. 

This indeterminateness, of course, results from the assump- 
tion that prices and rates of exchange remain unchanged. The 
equations themselves, with income and outlay distinguished, 
are of full generality. When prices are changing, suitable 
conventions are needed as to the meaning of income and pro- 
duction, but, subject to that condition, the equations remain 
valid. 

The introduction of changing prices into the problem would 
open the way to the free operation of monetary policy and credit 
policy, which can be directed to any of the three kinds of balance. 
The assumption of unchanging prices is required to isolate the 
policies to which the multiplier analysis is deemed to be appro- 
priate. Supposing the Government starts spending D,, or ex- 
cluding imports to the amount J,, we ask what will be the ratio 
of the ultimate increase in income or outlay to D, or J,. If the 
price level changes, the comparison is vitiated, and we have to 
have recourse to a price index, which never possesses unconditional 
validity. 

But does the unchanging price level really effect the desired 
isolation? It is itself a policy, to be realised either by an appro- 
priate monetary policy or by price control. A monetary policy 
cannot at one and the same time aim at stabilisation of prices and 
choose between an external and an internal balance. The expan- 
sion or contraction of income required for the latter purpose can 
hardly fail to provoke a rise or fall of prices as a condition of an 
expansion or contraction of production. 

The fixed price level must be secured by price control and wage 
control. But it cannot wholly eliminate monetary policy. 

The fact is that D; cannot be usefully expressed as a function 
of D, or D, at all. The relation between them at any time is 
determined principally by the state of stocks and cash holdings 
and credit policy. At a moment of time, when these are given, 
there is a function relating any hypothetical increment of outlay 
with the resulting induced increment. But at a subsequent 
moment the state of stocks and cash holdings will have changed, 
and a different function will hold. 

Nor can this changing function be suitably expressed at any 
stage by a simple multiplier or coefficient. When an increment 
of outlay sets up the mutual reactions of income and outlay, so 
that the increases in each induce increases in the other, the original 
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disturbance may be said to be “ multiplied.” That is merely 
another way of saying that the effect is cumulative. 

It is the function of credit policy to induce either an absorption 
of cash into balances or a release of cash from balances, in the one 
case an excess of income over outlay, in the other an excess of 
outlay over income. The reliance on controls to maintain prices 
unchanging leaves credit policy in this sense indeterminate. 

R. G. Hawtrery 

Royal Institute of International Affairs, 

London. 























THE PRESENT POSITION OF THE COAL INDUSTRY 
IN GREAT BRITAIN ? 


ALL discussion of the present position of the coal industry is 
necessarily dominated by the fact that it has now been national- 
ised. It may no longer suffice therefore to assess its performance 
by those standards which are ordinarily applied to private- 
enterprise industry. But we cannot be too certain of this. 
Amongst the protagonists of nationalisation it was possible to 
discern roughly two schools of thought—which we may con- 
veniently describe as liberal and socialist respectively. To the 
former the case for nationalisation was simply the need for 
administrative unification, and, since a complete private mono- 
poly of an important basic industry was not to be contemplated 
(and State financial assistance might be necessary to effect large- 
scale technical reorganisation), this was seen to involve State 
ownership and control of the assets. To the latter, nationalisation 
was a socialist measure designed to eliminate private profit, to 
secure the working of the industry in the light of “ social needs,” 
to satisfy the aspirations of the work-people to a voice in their 
own destiny and so on. It follows that what would appear to 
be valid judgments of performance to the former might lack 
significance to the latter and vice versa. 

My own feeling is that the industry should be judged in the 
light of what is now expected of it, if this can be ascertained 
with reasonable certainty. This will involve consideration of the 
motives of the majority political party which gave effect to 
nationalisation. These motives were probably very mixed, and it 
would perhaps be unwise, in this connection, to attach too much 
importance to the distinction made above. But it would seem 
reasonable, nevertheless, to expect to find the socialist motif 
predominating, and that this would be borne out by careful study 
of the Coal Mines Nationalisation Act (1946). The Act gives us 
very little guidance however—indeed, it appears to look both ways 
at once. The National Coal Board (N.C.B.) is charged with 
securing the efficient development of the coal-mining industry, 
and making supplies of coal available in such quantities and at 
such prices as may seem to them best calculated to further the 

1 This article is a slightly modified version of a paper read to Section F of 
the British Association at Newcastle on September 5, 1949. 
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public interest in all respects.1 Everything turns on what is 
meant by “ efficient ’ and “ the public interest ”—an issue which 
I do not intend to debate. It is sufficient to say that “ efficiency ” 
is a concept familiar to economists brought up on the economics of 
private enterprise and to which a fairly precise meaning can be 
attached. “The public interest” is a vague and unfamiliar 
concept, but one to which socialist advocates of nationalisation 
rightly attach a great deal of significance. Either may be the 
appropriate criterion by which the industry should be judged, 
but it is difficult to see how they both can be. It may very well 
happen that the N.C.B.’s notions of efficient development will 
conflict with the Minister’s view of the public interest.2, To put 
the matter bluntly, is the Board to be judged by efficiency 
standards appropriate to private enterprise or by the extent to 
which its policy conforms to the public interest? The former 
approach has the advantage that it permits the forming of objec- 
tive judgments; the latter has the advantage that it is more in 
keeping with the case established for nationalisation by the Labour 
Party. The Act invites us to take our choice. 

To take a further point from the Act itself. The Board is 
directed that its outgoings must be covered by its revenue taking 
an average of good and bad years.* From what I have called 
the liberal point of view this is sound business sense, but from 
the socialist point of view it is surely nonsense. This, to say 
the least of it, increases our doubts about the angle from which 
we should view the performance of the industry. 

The Coal Board is thus left in some doubt as to its funda- 
mental objectives. ‘‘ Efficiency,” the “public interest’ and 
“balancing one’s budget ” are difficult horses to run in triple 
harness. But even with a clear objective the Board is denied 
sufficient autonomy to achieve it. The Minister may give the 
Board directions in relation to matters which appear to him to 
affect the national interest. How much use has been, or will be, 
made of this we do not know, but there can be no doubt as to its 
potentialities. We do know that the five-day week agreement was 
signed by the N.C.B. on the specific authorisation of the Govern- 
ment * and that reorganisation schemes involving substantial 
capital outlay require the Minister’s approval.’ Moreover, price 

1 Section I(1). 

* The Minister is final judge as to what constitutes the national interest— 
see below. 

3 Section I(4)(c). 
* Annual Report of the National Coal Board for 1947, para. 53. 
5 Coal Mines Nationalisation Act, Section 3(2). 
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policy is not within the sole control of the Board, and the industry 
is, at present, expected to work to an output target set by the 
Government. How all this is to be reconciled with the supposed 
autonomy of the Board and its obligation to balance its budget 
I do not profess to know. I have no particular quarrel with most 
of these things taken singly. If what I have called the Socialist 
approach is adopted, it is quite proper that various social factors 
should be weighed before a course of action is decided upon, and 
perhaps a Minister of the Crown is the best person to do the 
weighing. But suppose the Board decides that the only way to 
avoid a loss or to recoup past losses is to close 100 pits 4 and the 
Minister decides that the resulting loss of output, unemployment 
and social dislocation is contrary to the national interest and issues 
a direction to this effect—how then is the Board to carry out its 
statutory obligation? The Minister may or may not deny the 
Board the alternative remedy of raising the price of coal—a 
remedy almost certain to be effective only because of the marked 
inelasticity of home demand for coal, but which makes even 
greater nonsense of the Board’s obligation to balance its budget ! ? 

With all this in mind it is instructive to review the capital 
reorganisation programme of the Board. Somehow the Board 
must decide (prior to submitting the plan to the Minister) whether 
or not to proceed with reorganisation schemes in this or that 
place. Broadly speaking, the Board would appear to have two 
alternatives. (i) They can adopt only those schemes which, with- 
in the limit of their investment resources, are likely to show the 
greatest return after taking account of all directly relevant 
factors—the level of mining costs, the expected level of demand, 
the quality of the coal, availability of labour and proximity to 
markets. “he onus of rejecting these schemes on general social 
grounds would then be placed on the Minister. If this approach 
were adopted one would expect (so far as the N.C.B. is concerned) 
that large new mining projects would be mainly centred in the 
Midland coal-fields. J'o what extent this would happen it is 
impossible to say, since it is easy to underestimate certain concrete 
advantages possessed by the older and poorer coal-fields, e.g., the 
availability of labour in these areas, the geographical advantages 
of Lancashire in its local market, the possession of high-quality 


1 In 1948 some eighty collieries producing 4 million tons of coal made an 
aggregate loss of £54 million. Annual Report of the N.C.B. for 1948, para. 374. 

2 Attention may be called at this point to the futility of applying the ordinary 
economic analysis of the firm to a case such as this—especially when the activity 
concerned is that of mining a wasting asset under extremely variable cost con- 
ditions which are quite unrelated to the quality and i..arket price of the product. 
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special coals by Durham and South Wales, and the excellent re- 
construction possibilities of small areas in the older coal-fields 
(e.g., Rhymney area in South Wales), which are not representative 
of the whole. But nevertheless one would expect a pronounced 
shift in the location of the industry. (ii) Alternatively the Board 
could take account of social costs and revenues, which would 
probably mean, since no precise assessment of them is possible, 
that they would be dominant. In practice, this would probably 
mean that reconstruction schemes would be so framed and 
located as to preserve something like the present balance of 
production between coal-fields. 

Until a comparatively short time ago the Board seemed quite 
unable to make up its mind on this vital matter. Some references 
in their Report for 1947 suggested the second approach noted 
above. It is stated, for example, that some large new mines will 
be required in the South-western Division during the next few 
years (para. 507), that there is no need for new pits in the East 
Midlands for at least five years (para. 505) and that the Board 
must have regard to social costs which may be caused by the 
contraction of output in any coal-field (para. 524). On the 
other hand, para. 4981 definitely suggests the first approach, 
except for the ambiguity of the phrase “ and many other factors,” 
which might of course include social factors. Also there were 
signs of search for a compromise in spite of the difficulties of 
achieving reasonable compromise between the commensurable and 
the incommensurable. Thus, for example, Mr. E. H. Browne 
appeared to suggest at the Oxford Summer School of 1948 that 
minimum tonnages be set for each coal-field within which capital 
projects would be considered on their divisional merits. Pre- 
sumably, a proportion of total capital authorisations would be 
allocated proportionately between the coal-fields; the money 
being spent on the most profitable projects to be found in each 
division. Over and above this, authorisations would be made for 
projects considered on their national merits, and the divisions 
concerned would be allowed to produce above their minimum 
tonnages. 

It is interesting to see what has happened in practice. Let us 
say that a division which has the same share of total authorisations 
for major capital schemes as it has of national output is enjoying 
its “ fair share.” The Northern and South-western Divisions have 


1 “The Board’s planning staff . . . will examine projected schemes in the 
light of the probable future demand for coal, the cost of production in the dif- 
ferent coalfields, the availability of labour and many other factors.” 
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an O.M.S.! well below the national average and show heavy losses 
perton. The former received 14% less than its fair share, and the 
latter 7% more. The North-west was receiving 18% more than 
its fair share, although both O.M.S. and profits per ton were well 
below the national average. The East and West Midlands show 
profits per ton and O.M.S. well above the national average, but the 
former received only 4% above and the latter 6% below its fair 
share of capital authorisations. The figures are therefore some- 
what inconclusive, though they do suggest a surprising predilection 
for large-scale reconstruction projects in the older and so-called 
declining coal-fields. Too much should not, however, be read 
into this sort of calculation in view of the shortness of the period 
(January 1947—December 1948), the variability of conditions 
within coal-fields, and the fact that the Board found itself half- 
committed to some of these projects when it took over the industry. 

The 1948 Report of the N.C.B. makes somewhat clearer the 
approach of the Board to reorganisation policy. It appears to 
have come down fairly decisively in favour of meeting demand 
at the lowest possible cost, and places less stress on the social 
imponderables involved. The basic factors of the national plan 
for future development which it is drawing up would appear to 
be somewhat as follows. An attempt is being made to forecast 
the demand for coal of each main grade on certain assumptions 
about future prices. These estimates will then be related to 
estimates from different coal-fields of supplies of different cate- 
gories of coal which should be forthcoming at different levels of 
cost. The latter estimates will presumably rest on an implicit 
assumption that there will be complete freedom to implement re- 
organisation schemes. Divisional output objectives relating 
demand to supply will then be set, and such capital authorisations 
made as should permit their achievement. 

Admittedly this is still vague enough and begs more questions 
than it answers. I will permit myself only two brief comments. 
(i) Since demand in the home market (where the bulk of output 
is sold) is inelastic, the emphasis must be clearly placed on meeting 
demand at lowest cost, and not at the relevant demand price. 
The Board must rid itself of the notion that its reorganisation 
plans should be based on the avoidance of profits or losses.? 
Profits should be planned for, and if realised can be subsequently 
dissipated by meeting past deficits or by concessions to consumers 
and work-people. On any other basis, rational planning is im- 


1 Output per man-shift. 
2 See, for example, Annual Report of the N.C.B. for 1947, para. 523. 
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possible. (ii) Until there is some agreement on a new wages 
structure it is difficult to see how even tentative supply estimates 
can be made. As it stands the plan implies basing future pro- 
duction on maximum economy of direct costs to the Board (in- 
cluding transport costs). This will probably mean a shift in the 
present balance of production between coal-fields, and the onus 
will be on the Minister to accept or reject this. If, for example, 
the National Union of Mineworkers succeeded in its claim for 
equalisation of earnings between coal-fields without modification 
of wage-rates in high-wage areas, then clearly the shift in pro- 
duction predicated by the plan will be all the greater, whilst the 
incentive of labour to move will be weakened. Also, planning on 
the lines indicated will be quite impossible until it is known what 
modification of price lists will be accepted by the men as pits are 
reorganised and new methods of working introduced. 

I hope I shall not be thought too critical of the Board for 
their somewhat woolly and inconsistent approach to reorganisa- 
tion. I have tried to make clear my opinion that they have been 
given an impossible task—that their terms of reference are too 
vague and their powers inadequate. The position might be 
improved if the Minister gave the N.C.B. a specific output target 
for home consumption and exports. The former more or less 
fixes itself, and the latter could be decided in the light of con- 
siderations beyond the purview of the Board. The Board would 
be responsible for hitting these targets at minimum direct cost to 
itself, and prices would be fixed by the Board, to cover their 
costs. In so far as the Minister subsequently interferes with 
the Board’s plans on the grounds of national interest, the Board 
would seek specific authorisation to raise prices to meet additional 
cost. The public would then know the money value being set on 
“* social costs ” and could judge for themselves the wisdom of the 
Minister’s action.? 

I have left myself little time in which to discuss other aspects 
of the coal situation. For the sake of completeness I propose to 
summarise with little discussion the more important features to 
which I think attention should be directed. 

1. Organisation. When the industry was nationalised many 
people doubted whether such a large organisation could be set 
up without incurring considerable diseconomies on the manage- 
ment side. I think it is too soon yet to express any final judgment 


1 A further refinement might be for the Board to estimate and report on the 
extent to which (if any) the home consumer was subsidising export sales in order 
to hit the export target. 
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on this issue. The Burrows Committee bears witness to the fact 
that there have been teething troubles enough. On the other 
hand, there can be no doubt that the Board has considerably 
modified and improved its organisation since 1947—especially at 
area level. 

2. Industrial Relations. Any expectation that nationalisation 
would inaugurate a new era in industrial relations has rapidly 
been disappointed. The reasons for this are too complex to be 
discussed here, but two matters are so frequently overlooked 
in this connection as to justify comment. First, the men are 
rarely approached with a real understanding of their point of 
view. They are upbraided in particular for not taking advantage 
of their present opportunities for raising productivity per man. 
If men are told (as they have been) that the national objective is 
30 cwt. per man-shift we must expect them to multiply this by 
(say) 250 man-shifts per year and by (say) 720,000 men and arrive 
at an answer of 270 million tons per annum. The men’s fears are 
obvious and their reactions understandable. The Coal Board 
may have an answer (and there are obvious adjustments to be 
made to such crude calculations) but if so, we have not yet heard 
it given. Secondly, the wages structure of the industry is anti- 
quated, anomalous and often unintelligible. The Coal Board now 
admit that it is not conducive to economy or efficiency,' and they 
might have added that it is a most prolific cause of friction within 
the industry. Both the Coal Board and the N.U.M. are under- 
standably reluctant to tackle this urgent but thorny problem. 
The Minister of Fuel might seriously consider the appointment of a 
special committee for this purpose. 

3. Price Policy. For the Coal Board this is not so much a 
matter of the absolute level of coal prices, but of establishing a 
proper relationship between the prices of different grades. There 
are two fundamental problems involved here. The first is that of 
grading coal. This is an immensely complicated and technical 
matter, since the worth of coal to the consumer depends not only 
on calorific value but also on many other qualities. The second is 
that equivalent grades of coal are mined at different places at 
different levels of cost. The Board may wish to reduce the price 
of certain coals, the output of which can be increased at low cost, 
and this may result in coal being offered at a price below that 
of a higher-ranking coal. The price structure having been 
established, the Board has still to decide whether to offer coal of a 
particular grade at a uniform pithead price, a differential pithead 


1 Annual Report of the N.C.B. for 1948, para. 364. 
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price according to its cost of production or a uniform delivered 
price. Little progress has yet been made in settling these prob- 
lems. Certain anomalies resulting from flat-rate increases in the 
price of coal during the war have been corrected, and the Board 
has tentatively decided in favour of uniform delivered prices within 
specified areas or zones. Apart from this, the whole subject is 
still in the melting pot. It bristles with fascinating problems for 
the economist, but has not yet attracted the attention it deserves 
—even from those of my colleagues who write learned articles on 
the price policy of nationalised industries ! 

One last word on the future of the industry—a future about 
which it is difficult to be optimistic unless present policies are 
changed. Consider first the level of demand. Assuming con- 
tinued full employment and relaxation of domestic fuel restric- 
tions, home demand can hardly be put above 205 million tons, and 
this is not likely to be affected by moderate price movements. 
Bunker and export demand, however, will be much affected by 
future prices and the availability of supplies abroad. Future 
world supplies are likely to be more than adequate to meet world 
demand. Excluding Russia and the Soviet Zone of Germany, 
world coal and lignite production in 1948 was about 5% and 14% 
respectively above the 1937 level. It is true that the long-term 
trend of world demand is probably upward,! that Russia (probably 
a deficit area) has to be taken into account, that the U.S.A., 
which has contributed so much to the increased production, is 
herself consuming a large part of the increase, and that an overall 
sufficiency of coal is quite compatible with marked shortages 
of particular grades. But on the other hand, the scope for further 
increase in European production is considerable, the abnormal 
post-war reconstruction demands will soon be falling away, and 
the high price of coal will lead to more efficient utilisation of solid 
fuel. All in all, it seems fairly certain that coal will soon be 
difficult to dispose of in overseas markets. The export price of 
South Wales Steam Coal in 1948 was 334% above 1938,? and it is 
generally admitted that certain grades of coal are becoming 
difficult to sell abroad at present prices. Our European com- 
petitors with an O.M.S. well below pre-war are certain to have 
more scope for price reductions than ourselves in the near future. 

On the supply side we are committed under the Marshall Plan 
to a coal target of 230 million tons of deep-mined coal in 1951, 


1 Due for example to the industrialisation of backward areas, full employ- 
ment practices, and the increase in world population. 
2 R. G. D. Allen, Economic Journat, June 1949, page 143. 
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and the British Memorandum to O.E.E.C. gives a target of 240 
million tons (deep-mined) for 1952-53. Taking account of open- 
cast supplies, this suggests exports (including foreign bunkers) of 
over 40 million tons by 1952. At the present rate of expansion 
these output targets should be achieved. Assuming a labour force 
of 730,000 (i.e., 3,500 above the March 1949 figure) and no decline 
in the number of shifts worked, an O.M.S. of 1-3 tons overall 
(compared with 1-17 in March 1949) will enable the objective to be 
reached. 

But we can hope to sell the export surplus, assuming that home 
consumers are not asked to bear increased prices in order to sub- 
sidise export sales, that they will be allowed to share in the modest 
cost reduction which should follow an increase in O.M.S., and the 
Coal Board profits are maintained at present levels to meet the 
1947 deficit? 2 Everything will then turn on the cost reduction 
which the Board can achieve. Wage costs per ton are the most 
important factor here, and prophesy is perhaps unwise. In 
their Cadman Lecture to the Royal Society of Arts, Sir Charles 
and Dr. William Reid estimated a reduction of 7s. per ton in wage 
costs by 1965 assuming that O.M.S. had reached 30 cwt. and 
present wage-rates were maintained. Taking account of other 
cost items including additional capital costs, the net reduction in 
coal-production costs was estimated at 5s. per ton. Over the 
period up to 1952 the scope for cost reduction would be much less— 
assuming always that there are no general cuts in wages. Even 
so, the Reid calculation appears to be optimistic. It suggests an 
increase in earnings of only 1s. 10d. per shift following an increase 
in O.M.S. of nearly 40%. This implies a very generous attitude 
on the part of the miners to the modification of price lists as 
reorganisation proceeds. 

Two tentative conclusions may be drawn from this. (i) If 
these output targets are achieved it will be difficult or even im- 
possible to sell the coal—granted my assumptions. This is a 
situation which can be met only by unemployment, wage cutting 
or further losses for the Coal Board, which may, however, be 
mitigated by raising inland prices. (ii) If the target is not 
reached it will mean either that the reorganisation programme 
will have failed to raise productivity per man or that productivity 
has risen as expected, but that labour has become redundant. 
This puts the dilemma of the Coal Board in a nutshell. All the 
emphasis nowadays is placed on output expansion to meet balance- 
of-payment difficulties and to exploit a temporarily favourable 


1 Cmd. 7572, para. 83. * This will take approximately fourteen years. 
No. 237—VOL. Lx. c 
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market situation. When output becomes unsaleable the adjust- 
ment may need to be severe. Reconstruction projects which are 
adding to the capacity of the industry will have to be continued 
on grounds of economy. The sacrifice will have to be made by 
the old pits and old centres of the industry, and this may well 
result in severe local social dislocation and unemployment. The 
Board will be well advised to trim its sails before the coming 
storm. The prescription is clear. The Board should press the 
Government for lower output targets, be more active in eliminating 
uneconomic mines and should set about reducing its labour force. 
The pace of present output expansion would slacken, but O.M.S. 
would rise more sharply and costs and prices would start to come 
down. At the price of adding a little to our present difficulties 
the process of readjustment would be spread more evenly over 
time, and the Board would be better prepared to meet normal 


competitive trading conditions. 
A. BEACHAM 


Cardiff. 





IMPORT-REPLACEMENT BY BRITISH AGRICULTURE! 


In view of the greatly increased part which the State has come to 
play during the past decade, and which, presumably, it will con- 
tinue to play in the future in influencing and directing the lines 
of development of British agriculture, it is clearly desirable to 
find objective standards by which to assess the value to the 
national economy of particular kinds and conditions of farming 
enterprises. Because of the different purposes which agriculture 
has to serve, it is, of course, impossible to apply any single 
standard of assessment. Certain products, particularly milk, 
are primarily of importance because of their unique nutritional 
value, others, such as main-crop potatoes and meat, because they 
provide essential items in the national diet which cannot be 
obtained from abroad or of which world supplies are short and 
likely to remain so. But perhaps one of the mest important 
functions which British agriculture is called upon to perform, in 
present circumstances, is that of assisting in the correction of 
our adverse balance of payments by reducing our dependence on 
imported foods, particularly those from hard-currency sources. 
This was the main objective of the ambitious four-year programme 
of expansion of agriculture launched by the Government in the 
late summer of 1947; and the recent worsening of our dollar 
position has, presumably, given added importance to the achieve- 
ment of that objective. 

Apart from the special nutritional and dietary considerations 
mentioned above, it should, logically, be the aim, within this 
overall expansion programme, to give most encouragement to those 
types of production, and those types of farms which make the 
greatest contributions to the saving of food and feeding-stuffs 
imports. It is true that the process of reducing dollar imports 
of commodities has now gone so far that apart from comparatively 

1 The devaluation of the pound sterling was announced at the time that this 
article was being prepared for the Press. Clearly the import prices of various 
commodities in terms of sterling are likely to be considerably affected by this 
measure. The immediate effect was to cause an increase of 20% in the price of 
Canadian wheat, and to that extent the import-saving capacity of crop-selling 
farms has been raised relatively to that of other types of farms. It is, however, 
obviously impossible as yet to forecast the ultimate effects on the price-relation- 
ships of different imported foods and raw materials used in agricultural production, 
and no modification of the figures used in this article has, therefore, been made on 
this account. 
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small quantities of bacon and cheese from Canada and of sugar 
from the Caribbean, the only food for which we are now paying a 
substantial amount of dollars is wheat. Superficially, this might 
lead to the conclusion that the maximum effort of British agricul- 
ture should be concentrated on wheat production. And, in so 
far as, in present circumstances, our main concern is to effect 
further dollar-savings, this conclusion would appear to be justified. 
In fact, present agricultural policy seems to be based on this 
assumption. But, apart from actual dollar imports, it is still 
necessary to buy large quantities of meat and coarse grains from 
countries such as Argentina and U.S.S.R. which require highly 
valuable exports in exchange; from the point of view of making 
the best use of exportable goods it seems, therefore, still neces- 
sary that our own agricultural effort should be concentrated 
in those directions which will result in the greatest savings even in 
non-dollar imports. 

Moreover, the present limitation of the range and quantity 
of dollar food and feed imports has been achieved only by severe 
restrictions on food consumption, and it is presumably now the 
aim of agricultural policy to assist in the improvement of the 
national diet by replacing as much as possible of these lost imports. 

In view of all this, a suitable objective standard of measure- 
ment of the relative value of different types of production and 
different kinds of farms appears to be provided by the cost, in 
terms of import prices, of the commodities which they produce. 
Indeed, apart from nutritional standards, which raise an entirely 
different question, it is difficult to see what other criterion can be 
adopted. For, clearly, the actual selling prices of British agricul- 
tural produce, under the present fixed-price regime, are too 
“ subjective ” to be a reliable guide for the purpose in view. 

In assessing the relative values of different kinds of farms 
and types of production from the point of view of import replace- 
ment, however, it is clearly not sufficient to take account merely 
of their output (in terms of import-values) from a given area of 
land. It is necessary also to measure the amounts of indigenous 
resources, such as labour and other resources, which are used in 
the process of production, and which might conceivably be applied 
to greater advantage in some other sector of the national economy. 

Material for an inquiry into the import-saving potentialities 
of different types of farms, operating under normal “ commer- 
cial” conditions, exists in the considerable volume of financial 
and economic data collected from large numbers of farms under 
the Farm Management Survey, which has been carried out over 
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a considerable period at various Universities by the Provincial 
Agricultural Economists, on behalf of the Ministry of Agriculture. 
The objective of this paper is to set out some conclusions on this 
question which appear to emerge from data collected under this 
Survey in six counties in the South and South Midlands of England ! 
for which the University of Reading has been responsible. 

As has been indicated above, other important considerations, 
besides that of the balance of payments—in particular, questions 
of nutrition and diet—must, obviously, enter into the framing of 
agricultural policy. Such questions, however, are outside the 
scope of this investigation. All that it is sought to do here is to 
present some of the data which may assist in forming a judgment 
as to how far different kinds of farms are helping to solve the 
balance-of-payments problem. 


I. Metuop or INVESTIGATION 


The gross annual replacement of imports by each type of farm 
in the tables which follow has been arrived at by taking, for each 
farm, the sales during the year of each main product, adding or 
subtracting increases or reductions in stocks, and, in the case of 
livestock, subtracting purchases of similar stock, and evaluating 
the resulting figures in terms of prices of imports. From these 
figures are deducted the value, in terms of import equivalent, of 
any commodities purchased which embody substantial amounts 
of imported materials, the resultant figure indicating the net 
import replacement. 

In order to eliminate, as far as possible, the effects of year-to- 
year variations in yield, as well as to increase the size of the 
sample, the calculations are based on data covering the four years 
ending March 31, 1946, 1947, 1948 and 1949. For some farms 
data are available for all four years, for others for only one year 
or two years. Where more than one year’s results are available, 
each year’s results are regarded as a separate case for the purposes 
of this investigation. This, it is realised, somewhat weakens the 
value of the sample, but avoids the serious reduction in the size of 
sample which would have followed if the investigation had been 
confined to farms for which results were available over the whole 
period. 

There is no difficulty in assessing the value, in terms of imports, 
of commod:ties of kinds which themselves (or their end-products) 


1 Hampshire, Berkshire, Buckinghamshire, Oxfordshire, Warwickshire and 
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are imported on a substantial scale, e.g., coarse grains, sugar-beet, 
fat livestock, eggs. Products such as milk and main-crop potatoes, 
which are not imported in appreciable quantities, present more 
difficulty. An increase or decrease in the output of such com- 
modities in this country would clearly affect imports of food in 
one form or another, but it is by no means easy to assess in each 
case what the effect on imports would be. In the case of potatoes, 
which are primarily an energy-producing food, the effect of a 
change in the volume of home production would probably be 
felt mainly in the form of increased or reduced consumption of 
bread or other flour products and, in the figures which follow, 
potatoes have been valued in terms of the equivalent quantity of 
imported wheat. Milk is more difficult. Liquid milk is not 
imported, and there is little likelihood of any appreciable imports 
of that commodity in the immediate future. From the point of 
view of the effect of changes in milk production on food imports, 
therefore, milk can be assessed only in terms of imported milk 
products, e.g., cheese or condensed milk. It is appreciated that 
such a basis of assessment ignores the special nutritional and 
zsthetic value of milk consumed in liquid form. This, however, 
as has already been pointed out, is a question outside the scope of 
this investigation. A more relevant question is whether cheese 
or condensed-milk prices should be taken as the basis of assess- 
ment. The point is one of considerable importance, since, in 
terms of import prices, a gallon of milk in the form of condensed 
milk is worth almost twice as much as in the form of cheese. It 
can be argued on the one hand that condensed milk should be the 
basis of assessment, since the diversion of land from milk to other 
forms of production would probably involve the replacement of 
the liquid milk lost by the nearest imported equivalent obtainable, 
s.e., condensed milk. This, however, is only partly true, because 
the reduction in milk supplies, in so far as it fell in the summer 
months, would no doubt fall partly upon manufactured milk 
products, particularly cheese. What is perhaps more important 
is that, in present circumstances, reduction in milk production 
can probably be regarded as outside the sphere of practical 
politics. From the practical point of view the question is, rather, 
that of the direction which increased agricultural output should 
take—milk, meat, cereals, etc. From this point of view, although 
increased milk production, if it were desired to devote it to the 
purpose of import saving, might to some extent be used to save 
relatively high-priced imports of condensed milk rather than 
cheese, the extent to which this could be done is, in practice, 
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extremely limited. The total quantity of our imports of con- 
densed and dried whole milk in 1948 did not represent the equiva- 
lent of 2% of our total milk production, so that the possibilities 
of saving in this direction would soon be exhausted. 

In practice, any considerable increase in milk production—in 
so far as it was used to save imports—would almost certainly 
save cheese imports, and imported cheese has therefore been 
adopted as the basis of assessment in the figures which follow. 
Nevertheless, the much greater import value which milk would 
assume, if the question of replacement of milk by other products 
in our farm output ever arose, must not be overlooked. 

Somewhat similar difficulties arise in assessing the value, in 
terms of imports, of materials purchased by farmers. The 
appropriate import value of such items as concentrated feeding- 
stuffs, phosphatic and potassic fertilisers and tractor fuel—all, 
or a substantial proportion of which, or of their basic raw materials, 
are imported—can be fairly readily estimated. Even where the 
actual material purchased may itself be home produced, e.g., 
wheat offals or home-grown feeding-barley, as our marginal 
supplies are imported, the consumption of the home product by 
one farm involves a corresponding addition to the total amount of 
similar produce imported. In some cases, however, ¢.g., many 
farm seeds, or some kinds of store livestock, there are no similar 
imports. The purchase of such commodities by farmers, however, 
represents the utilisation of the produce of a certain area of land 
on other farms which would otherwise be available to produce 
import-saving foods. It is, therefore, justifiable to regard such 
commodities as costing foreign exchange to the value of the nearest 
equivalent imported produce. Other commodities, e.g., coal, 
though not imported, are readily exportable, and their consump- 
tion at home deprives us of foreign exchange which could other- 
wise be earned : it therefore seems reasonable to charge agricul- 
ture with the export value of such materials. 

There is, on the expenses side of a farm’s accounts, a wide 
variety of goods and services which do not in themselves involve 
expenditure on imports at all or only to a comparatively trivial 
extent or very indirectly. These include, for example, certain 
home-produced fertilisers (particularly nitrogenous fertilisers), 
labour, repairs to machinery and implements and a wide range 
of miscellaneous expenditure such as telephone charges, accoun- 
tancy fees, veterinary charges, insurance, etc. Although these 
factors of production are by no means completely mobile (par- 
ticularly in the case of family labour) a considerable part of these 
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resources could be used for other purposes if they were not 
absorbed by agriculture, and would thus save imports or increase 
exports in other directions. It would obviously be impracticable 
to attempt to measure the exchange-saving or earning value of 
these resources if devoted to other uses. It is, however, an essen- 
tial part of this exercise to indicate the amounts (in terms of the 
prices actually paid for them) of these indigenous resources used 
by farms of different kinds in relation to the net value of imports 
replaced. 

The import prices adopted for the purpose of this investigation 
were the average declared values of imports from all sources pre- 
vailing in the first half of 1949 according to the Trade and Naviga- 
tion Accounts. It is assumed that these values are related to the 
prices paid for the various commodities by the Ministry of Food, 
who are the purchasers of all agricultural commodities of major 
importance. It is appreciated that the declared values of im- 
ports include costs incidental to importation, particularly freight. 
An important part of these costs, however, and in particular, 
freight costs, represents U.K. resources which could otherwise be 
used for earning foreign currency and, in so far as they represent 
services performed by overseas agencies (e.g., foreign shipping) they 
represent actual foreign-currency expenditure. 

It can, of course, be argued that the value of imports replaced 
by home production should be calculated on the basis, not of 
imports from all sources, but of the most expensive, or possibly, 
the hardest-currency imports, on the assumption that these 
supplies would be the first to be cut off as home production 
increased. There is some force in this argument. It cannot, 
however, be assumed that in practice political and other con- 
siderations would necessarily permit such a basis of choice to 
operate freely, nor, in view of recent changes in prices of imports 
and in the relative hardness of different currencies, can it be assumed 
that the supplies which are currently most expensive or the 
currencies which are at present hardest will necessarily remain so 
permanently. It has, therefore, been considered preferable, on 
balance, to work on the basis of the average declared value of all 
imported supplies. Similar considerations apply to the cost of 
imported goods purchased by farmers. 

Important movements have recently been taking place in the 
prices of food imports, and as is pointed out later (p. 30) neither 
the general price-level during the first. half of 1949 nor the relation- 
ships between different commodity prices at that time can neces- 
sarily be regarded as “normal.” The effects of given changes 
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in actual and relative prices are therefore examined in this 
paper. 

In the investigation which forms the subject of this paper three 
main questions have been considered : (i) the relative advantage, 
from the point of view of import-replacement, of different types of 
agricultural production; (ii) the performance of farms of different 
sizes; (iii) the effects of increasing the intensity of production. 
All these questions have an important bearing on agricultural 
policy. 


II. REPLACEMENT OF Imports BY DIFFERENT TYPES 
OF PRODUCTION 


The farms which have provided the data for this investigation 
are situated in an area which is, for the most part, one of fairly 
uniform geographical conditions. Variations in climate and 
altitude are relatively small; and, although there is a wide range 
of soil types—including, for example, the thin, chalky soils of the 
Hampshire and Berkshire Downs, the dry limestones of Oxford- 
shire, the alluvial soils of the Thames Valley and the heavy clays 
of Warwickshire and Northamptonshire—conditions generally are 
not such as to lead to marked regional specialisation in farming 
types or to prevent wide diversity of production in all parts of the 
area. It is true that there are certain restricted regions where one 
type of production tends to be more concentrated than in the area 
as a whole, e.g., cattle grazing on the pastures of Northamptonshire 
and Warwickshire, or cereal production on the Hampshire and 
Berkshire downland farms. But most of the farms in the area 
produce more than one commodity for sale in substantial quan- 
tities, and as war-time experience showed, there are, in general, no 
insuperable natural obstacles to considerable ‘changes in the 
pattern of production on particular farms. In these circum- 
stances it is justifiable to assume that differences in results between 
farms of various types do not in the main reflect differences in 
environment. 

It is typical of British agriculture as a whole, and not only of 
farming in this area, that most farms practise composite systems 
leading to the production of a variety of commodities in varying 
proportions. It is, therefore, difficult, if not impossible, to make 
comparisons, under practical farming conditions in this country, of 
the value of single commodities from the point of view of import 
replacement. It is, rather, a question of comparing different 
farming types in which different commodities more or less pre- 
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dominate. Four main types of farms can be distinguished in the 
area in question: (i) dairy farms on which the main product is 
milk, (ii) farms concentrating mainly on the production of crops 
for sale; (iii) farms producing mainly livestock or livestock 
products other than milk; (iv) mixed farms on which no single 
commodity predominates. For the purpose of examining the 
effects on import-saving of different production-types, this 
classification is adopted in this section of this paper, the criterion 
for inclusion in groups (i), (ii) and (iii) being that more than 50% 
of the total income of the farm is derived from milk, sale-crops 
or livestock products other than milk respectively, group (iv) 
comprising the remaining farms, where none of these products 
provides more than 50% of total income. 

The average results achieved by the whole sample of farms 
for which figures are available—amounting to 748 farm-years ? 
in all are given in Table I for each of the years under review and 
for the period as a whole. 

TABLE I 


Replacement of Imports and Utilisation of Home Resources by 
Farms in the South of England, 1945/6 to 1948/9 





1945/6. | 1946/7. | 1947/8. | 1948/9. | Average. 





Gross yee of en 
(£ per acre) 13-8 12-8 11-6 13-4 12-9 
Br | ts a used. (£ per 
acre) 33 3-7 3-7 4-3 3-7 
Net replacement "of imports 
(£ per acre) . 10-5 9-1 7-9 9-1 9-2 


Home resources used : 
Labour (£ per acre) . 6-8 6-6 6-4 6-8 6-7 
Other home resources (£ per 

acre) . 4-3 4-2 4-8 5-1 4-6 
Total home resources C per 
acre) . , 


Home resources used per £100 
net replacement of im- 
ports : 

Land (acres) 

Labour (£) F 
Other home resources (£) 
Total home resources (£) 


Number of farm returns in 
sample (actual) 
Average area per farm (acres) 




















1 In certain parts of the region, market-gardening is also important, but this 
specialised industry is not taken into consideration in this article. 

* For this purpose a farm-year means the results for a single farm in a single 
year; as has been indicated a considerable number of the farm-years included 
in the figures represent the results for the same farms in more than one year. 
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It cannot, of course, be assumed that these figures are fully 
representative of the average performance of farms in the area, 
but they probably give a sufficiently close approximation to the 
general order of magnitude of import replacement at the January— 
June 1949 prices. 

A steady decline can be seen over the first three years in the 
gross saleable output, valued in terms of imports, followed by a 
recovery in the fourth year. This was mainly the result of 
varying climatic conditions. The year 1946/7 was affected by 
the abnormally wet harvest of 1946, while 1947/8 suffered both 
from the after-effects of the record cold winter of 1946/7 and from 
the summer drought of 1947. 1948/9 was a comparatively good 
season, particularly as regards crop yields. 

The consumption of materials involving imports has risen 
somewhat over the four-year period, mainly as the result of 
increased use of purchased feeding-stuffs, as rations for livestock 
have become more liberal. This increase, however, has been 
comparatively small, and variations in the rate of net replacement 
of imports from year to year have been broadly similar to those 
in gross value of output in terms of imports. The average net 
replacement of imports per acre over the whole period was a little 
over £9. 

In the course of production, indigenous resources (other than 
land) to the value of £11-3 per acre, on average, were used, con- 
sisting as to £6-7 of farm labour and as to £4-6 of other resources. 

The replacement of imports to the value of £100 net thus 
required the use, on average, of about 11 acres of land and £123 
of other home resources, of which £73 consisted of farm labour. 

Turning to the results achieved by the four different types 
of farms referred to above, it will be seen from Table II that, so far 
as the net value of output in terms of import prices is concerned, 
there are no marked differences in performance between the 
various production-types, with the exception that the dairy farms 
showed slightly worse results than the average for the whole 
sample. The figure in each case, however, lay between £8-7 and 
£9-4 per acre. These comparatively uniform net figures, how- 
ever, conceal considerable variations in the gross value of output 
and in the amounts of imported materials utilised. The dairy 
and other livestock-producing farms, in general, marketed a con- 
siderably higher value of produce, in terms of import prices, than 


1 Throughout this paper, the cost of farm labour includes the value of manual 
labour performed by the farmer himself, but does not include any charge for the 
farmer’s managerial work. 
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crop-selling and mixed farms. This, however, was largely offset, 
and, in the case of dairy farms, more than offset, from the point 
of view of net import-replacement, by their greater expenditure 
on imported materials, particularly animal feeding-stuffs. 


TaBLeE II 


Replacement of Imports by Different Types of Farms, 
1945/6 to 1948/9 





Deiry | scltng 
arms. | farms. 





Gross replacement of ait 
(£ per acre) . 13-4 12-7 
Imported materials used (£ per 
acre) 4-7 3-4 
Net replacement ‘of imports 
(£per acre) . 8-7 9-3 


Home resources used : 
Labour (£ per acre) . 8-0 5-9 
Other Nab. resources (£ per 

acre) . 4:8 4:8 
Total home resources « per 
acre) 3 5 


Home resources used per £100 
net replacement of im- 
ports : 


toed (acres) 

Labour (£) ? ° 
Other home resources (£) 
Total home resources (£) 


Number of farm returns in 
sample . . é 3 
Average area per farm (acres) 




















Moreover, although, as regards the net value of imports 
replaced per acre, there is little to choose between the different 
types of farms, Table II shows that dairy farms required con- 
siderably more than the average amount of labour per acre. 
Taking this factor into account, it may therefore be said that 
dairy farms gave the least satisfactory performance, requiring, 
for every £100 of imports replaced, not only somewhat more land 
but also a good deal more labour and other home resources. 
Among other types of farms, there was little to choose, although, 
on the whole, livestock producers gave slightly better than 
average results. 

Two further factors, however, need to be considered : 

(a) The possible effects of differences in size of farm within 
the various production-types. 
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(5) The effects of possible future trends in import prices 
for different commodities. 


(a) Effect of Size Variation. Later in this paper, data are 
presented which indicate a marked increase in the value of imports 
replaced per acre, and a marked economy in the use of home re- 
sources for a given import-saving, as farms increase in size. As is 
shown by the last line of figures in Table II, the average size of 
dairy farms in the sample is considerably below that of the whole 
sample of farms, while that of crop-selling farms is well above the 
general average. It might, therefore, reasonably be assumed 
that at least some part of the difference in results between dairy 
and other farms can be accounted for by this difference in size. 

This assumption can be tested by examining the results for 
different production-types within a more limited size-range. In 
Table III figures similar to those in Table IT are given for farms 
within the size-range of 100-300 acres. 


Tas.eE III 


Replacement of Imports by Medium-sized Farms of Different 
Types, 1945/6 to 1948/9 





. Crop- Live- 
bs airy | selling | stock 
arms. | farms. | farms. 





Gross replacement of — 

(£per acre) . P 12-8 10-5 

= materials used (£ per on 
3-1 . 


re) 
Net sen ‘of imports 
(£per acre) . : 9-7 8-3 


Home resources used : 
Labour (£ per acre) . ° 6-3 6-0 
Other home resources (£ per 

acre) . . . 3-8 
Total home resources « per 
acre) ? : 9-8 


Home resources used per £100 
net replacement of im- 


ports : 
Land (acrés) 7 4 > 11-8 
Labour (£) : ° 90 72 85 
Other home resources (2) P 55 46 56 
Total home resources (£) ./| 145 118 141 


Number of farm returns in 
sample . 158 34 107 


Average area per farm (acres) 153 191 187 




















Because of the relatively small size of the sample too much 
reliance cannot be placed on these figures, particularly for the 
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crop-selling and livestock-selling groups (with only thirty and 
thirty-four returns respectively). Subject to this qualification, 
however, these figures tend to confirm those for the whole sample 
of farms. . 

The average size of the crop-selling farms in this limited sample 
is less than half that in Table II, while the livestock and mixed 
farms are also appreciably smaller. The effect is to narrow con- 
siderably, but by no means to eliminate, the difference in results 
between dairy farms and other types. Livestock and mixed 
farms now show approximately equal results to dairy farms as 
regards net import-saving per acre, but livestock farms are still 
noticeably better from the point of view of utilisation of home 
resources for a given saving of imports. Crop-selling farms appear 
considerably better than the average in both respects. 

(b) Effect of Commodity Price Changes. As has been indicated, 
the figures in the preceding tables have been calculated on the 
basis of import prices ruling during the first half of 1949. The 
price relationships for different commodities in that period cannot 
necessarily be regarded as representative of those likely to pre- 
vail in the future. Indeed, considerable changes in price relation- 
ships have taken place during the past year or two. Prices 
of cereals, and particularly coarse grains, which by early 1948 
had risen to five or six times the pre-war level, have fallen 
heavily, while the trend of prices of livestock products, par- 
ticularly meat, which have risen far less than those of cereals 
compared with pre-war, has been upwards. Clearly, the con- 
tinuation of these trends would substantially increase the import- 
saving possibilities of dairy and livestock-producing farms 
relatively to those of crop-selling farms. For not only would it 
increase the gross import-replacement value of the main products 
of dairy and livestock farms while reducing that of crop-selling 
farms, but it would also reduce the cost, in terms of imports, of 
one of the main raw materials of dairy and other livestock pro- 
duction, i.e., animal feeding-stuffs. 

Notwithstanding the price changes which had taken place up 
to mid-1949, the scales were still weighted, as compared with pre- 
war levels, in favour of crop-producing as compared with live- 
stock and dairy farms. The average value of imports of maize 
in the first six months of 1949 was still nearly six times the 
average for the five years 1934-38, that of imported wheat 
three and a half times and that of barley three times, while im- 
ported meat prices were only about double those of the pre-war 
period. 
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Recent long-term forecasts of world supplies of foodstuffs 
indicate that cereals are likely to reach a position of abundance 
some years in advance of the restoration of “‘ normal ” supplies of 
livestock products. The world meat outlook for the next few 
years appears to be particularly gloomy. It thus appears not 
unreasonable to anticipate a return, during the next few years, to 
price-relationships no less favourable to livestock produce, as 
compared with cereals, than those prevailing before the war. It 
is worth while examining the effects of such a change on the 
relative import-replacement possibilities of the different types of 
farms. 

In Table IV are set out the results which would follow, so far as 
the sample of farms under consideration is concerned, from a rise 
or fall in the prices of the four main commodities—wheat, coarse 
grains, meat and cheese—to a level of 300% of the average declared 
value per cwt. of imports in the five years 1934-38. 


TABLE IV 


Replacement of Imports by Different Types of Farms at Import 
Values for Main Commodities Adjusted to Three Times Pre-war. 





Crop- Live- 
Deiry selling stock Mixed 


farms. farms. 


farms. farms. 





Net replacement of imports per 
acre (£) 9-4 ° 11-9 
Home resources used per £100 net 
Pree om of imports : 
(acres) . . * J 10-6 ° 8-4 
Labour (£) > > ° 83 50 
Other home resources (6) é i 50 37 
Total home resources (£)_ . ‘ 133 87 

















This table presents a picture considerably more favourable to 
livestock and milk production than Table II. The livestock 
farms, which, even at early 1949 prices, tended to have a some- 
what better performance than other types, more particularly as 
regards home resources used for a given saving of imports, would 
now be well ahead as regards both the saving of imports per acre 
and the amount of home resources, other than land, required per 
£100 saving. Mixed farms approach to the general average in per- 
formance. As between dairy and crop-selling farms there would 
be little to choose. Dairy farms would achieve a somewhat 
higher replacement of imports per acre, but at an appreciably 
higher cost in home resources (more particularly labour) than crop- 
selling farms. 
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It seems possible to draw the following conclusions : 

(i) From the point of view of import-saving, there is everything 
to be said for preferring livestock production to other types of 
farming. It appears to achieve, even at 1949 import-price levels, 
about as good results as other types of production in relation to 
land and other resources used, and the continuance of present 
price-trends would put it well ahead of other types in this 
respect. 

(ii) The question how far increased milk production should be 
preferred to sale-crops is largely a matter of weighing the superior 
dietary value of additional liquid milk against any disadvantage 
its production may involve from the point of view of import- 
saving. As a saver of imports, milk compares unfavourably with 
sale-crop production at prices prevailing in 1949, and, bearing in 
mind the level to which liquid milk consumption has already risen 
compared with pre-war, the dietary advantage of further increase 
at the expense of sale-crops might be thought to be purchased at 
rather too high a cost, if these relative import prices were to con- 
tinue. A change in price-ratios to about the pre-war position, 
however, would put milk on more or less level terms as regards 
import-saving and in that event the dietary advantages would be 
a sheer gain. 

(iii) As between further milk production and increased live- 
stock production the position is reversed. It may be doubted 
whether the moderate advantage which livestock production 
appears to show, from the import-saving point of view, at 1949 
price-ratios is sufficient to justify preferring it to milk. But a 
change in price-ratios to the pre-war level would so increase the 
relative import-saving advantage of livestock as compared with 
milk as to make it questionable whether the dietary gain from 
more milk justified the cost in foreign exchange. 

(iv) As has been pointed out above, the comparisons between 
dairying and other types of production in Tables II, III and IV are 
based, in the case of milk, on the import price of cheese. If there 
were any question of expanding other forms of production at the 
expense of milk, this basis of comparison would be quite in- 
appropriate. It would then be necessary to value milk on the 
basis of the price of imported condensed milk, which would give 
@ figure almost double that resulting from the use of cheese as a 
basis of evaluation. The relative import-replacement values of 
the different types of farms would clearly be entirely changed, in 
a direction far more favourable to dairy farms. 
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Effect of Increasing Tillage 

Apart from the relative import-saving values of different 
types of farming, as distinguished by the main commodities they 
produce for sale, there is also the question of differences in the 
use of land, and, in particular, the relative importance of tillage 
and grassland. It is an important aim of British agricultural 
policy to maintain the maximum tillage area. This is, no doubt, a 
reflection partly of the desire to secure the greatest possible area 
of cereals, especially wheat, partly of the need to make home 
agriculture as self-supporting as possible in the matter of feeding- 
stuffs for livestock. It is, however, also important to know what 
effect the maintenance of high tillage is likely to have on the 
capacity of the industry to save foreign exchange at the lowest 
possible cost in home resources. 

In so far as a high proportion of tillage is associated with cash- 
cropping as the predominant farm enterprise, its effects on import- 
saving may be deduced from the immediately preceding section of 
this paper. 

In Table V, the effects of increasing tillage, however, are 
shown for farms where some form of livestock enterprise pre- 
dominates. In order to eliminate the effect of size-differences the 


TABLE V 


Replacement of Imports by Medium-sized Farms with Different 
Proportions of Tillage, 1945/6 to 1948/9 





Proportion of tillage to total area. 





Less 


30- 40- 
than 40%. 





Gross replacement baer (£ per acre) . 13- 
( bs . . 


Imported materials £ per acre) 
Net replacement of imports (£ per acre) . 


Home resources used : 
Labour (£ per acre) . d P 
Other home resources (£ per acre 
Total home resources (£ per acre) 


Home resources used per £100 net replace- 
ment of imports : 
Land (acres) 
Labour (£) ‘ d . 
Other home resources (£) . 
Total home resources (£) . 


Number of farm returns in sample 
Average area per farm (acres) a 

















No. 237—vo.u. Lx. 
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figures are confined to farms within the limited size-range of 
100-300 acres since the general tendency is for the percentage of 
tillage to increase with the size of the farm. The farms whose 
results are embodied in this table are in all cases farms whose 
output consists as to 60% or more of livestock produce, though 
there is naturally some tendency for cash crops to increase in 
importance with the tillage-percentage, even on these pre- 
dominantly livestock farms. 

There is, as will be seen, on the whole a substantial increase 
both in the gross and in the net value of saleable produce per acre, 
measured in terms of import prices, as the proportion of tillage 
rises, though the increase is, perhaps, less marked than might be 
expected—an approximate doubling of the tillage area producing 
only about a 25% increase in gross and net import-savings. 
Moreover, the increase is not consistent throughout, a curious 
falling-off occurring on farms within. the range of 40-50% of 
tillage. The rise in net import-replacement as tillage increases is 
lessened by the additional utilisation, by the high-tillage farms, 
of materials, directly or indirectly involving importation, par- 
ticularly seed and fuel. It might have been expected that this 
would be offset by reduced purchases of feeding-stuffs on the 
farms with higher tillage, which should be able to grow more of 
their own feed. But, in fact, there is surprisingly little difference 
in purchased feeding-stuffs consumption per acre between farms 
at different levels of tillage. The import values of feeding-stuffs 
purchased by the four groups of farms in Table V were £2-7, 
£2-4, £2-3 and £2-7 per acre respectively. 

The rise in net import-savings as tillage increases is accom- 
panied by a considerable addition to the amount of home resources 
used other than land. This is what would be expected, since 
arable land obviously requires more labour, both manual and 
mechanised, as well as other resources, per acre than grass. 
The additional home resources used, however, are roughly only 
proportional to the increase in import-savings, with the result 
that, per £100 of imports saved, there is little variation in the 
consumption of home resources. The extra savings per acre of 
imports achieved by farms at the higher tillage levels, though 
only moderate in amount, seem, therefore, to be a net gain to the 
national economy.' 


1 It should, of course, be pointed out that physical factors, e.g., soil conditions, 
may limit the increase of tillage on many farms. All that the figures in Table V 
indicate is that high tillage is a desirable objective, in the national interest, on 
farms where physical conditions are suitable. 
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III. REpLacEMENT OF Imports By Farms oF DIFFERENT SIZES 


The range of size of farms in this country is extremely wide. 
The sample under consideration, for example, includes farms 
varying in size from 26 acres to 2,250 acres. Considerable differ- 
ences in output and efficiency can be expected between farms 
of so wide a range of size, and the effect of such differences on 
import-saving capacity is of considerable importance from the 
point of view of agricultural policy. 

Table VI shows the average replacement of imports in relation 
to resources used by farms in three size-groups: (a) under 100 
acres, (6) 100-300 acres, (c) over 300 acres, during the four years 
1945/46 to 1948/49. 

As regards the gross value of sales, in terms of import prices, 
the small farms, with an average of £16-9 per acre, are well ahead 
of the medium and large farms, which averaged only £12-4 and 


TaBLE VI 


Replacement of Imports by Farms of Different Sizes, 
1945/6 to 1948/9 





Farms 
under 
100 
acres. 





Gross replacement of imports (£ per acre) 16-9 
Imported materials used (£ per acre) . 7-0 
Net replacement of imports (£ per acre) . 9-9 


Home resources used : 
Labour (£ per acre) . 
Other home resources (£ per acre) 
Total home resources (£ per acre) 


Home resources used per £100 net replace- 
ment of imports : 
Land (acres) . é ; . . 10-1 
Labour (£) ‘ . eS 96 
Other home resources (£) . i > 64 
Total home resources (£) . < - | 160 


Number of farm returns in —_— - | 206 329 
Average area per farm (acres) é 71 177 259 

















£12-6 per acre respectively. These small farms, however, absorbed 
very much larger quantities of materials involving foreign-currency 
expenditure than larger farms: this additional consumption 
consisted mainly of feeding-stuffs, and resulted both from the 
greater preponderance of livestock, particularly dairy cows, on 
the smaller farms and from their generally more intensive stocking 
and in consequence their greater reliance on purchased feed. 
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The resulting net import-replacement value of the output of 
small farms was thus, at £9-9 per acre, only slightly higher than 
that of larger farms (£9-2), which in turn somewhat exceeded 
that of medium-sized farms (£8-6). 

The amounts of home resources, especially labour, per acre of 
land, required by small farms were very considerably higher than 
average, the best results in this respect being achieved by farms 
in the largest size-group. Thus, while the variation in net import- 
replacement per acre of land between the different sizes of farms is 
relatively small, there is a substantial reduction, as farms increase 
in size, in the amounts of labour and other home resources re- 
quired for a given value of imports replaced; for every £100 of 
imports saved, small farms used £160 of home resources (including 
£96 of labour '), medium farms £134 (including £81 of labour) and 
large farms only £113 (including £66 of labour). 

In view of the relatively high preponderance of dairy farms in 
the small-size-group, however, it is possible that the comparatively 
poor performance of these small farms may be due partly to this 
factor, bearing in mind the relatively uneconomic results achieved 
by dairy farms, as compared with other types, at early 1949 price 








TasBLe VII 
Replacement of Imports by Dairy Farms of Different Sizes, 
1945/6 to 1948/9 4 
Farms | Farms | Farms All 
of under of of over : 
100 | 100-300; 300 ery 
Gross replacement of imperts (£ per acre) 16-1 13-0 12-3 13-4 
Imported materials used (£ per acre) . 6-9 4-5 3-6 4:7 
Net replacement of imports (£ per acre) . 9-2 8-5 8-7 8-7 
Home resources used : 
Labour (£ per acre) . , 10-3 7-6 7-0 8-0 
Other home resources (£ per acre) ° 6-1 4:7 4-2 4:8 
Total home resources (£ per acre) ° 16-4 12-3 11-2 12-8 
Home resources used per £100 net replace- 
ment of imports : 
Land (acres) . . ; ‘* . 10-8 11-8 11-5 11-5 
Labour (£) ° 4 - | 112 90 80 92 
Other home resources (£) . - ‘ 66 55 48 55 
Total home resources (£) . d - | 178 145 128 147 
Number of farm returns in sample - | 133 158 33 324 
Average area per farm (acres) é : 68 153 372 143 

















1 A much higher proportion of the labour used on these small farms is, of 
course, family labour than on larger farms and it cannot be assumed that such 
labour would be readily transferable to other occupations. 
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levels. In Table VII therefore, in order to eliminate, so far as 
possible, the effect of variations in production between different 
size-groups, similar figures to those in Table VI are given for dairy 
farms only. These figures confirm the conclusions drawn from 
the whole sample of farms. The net replacement of imports per 
acre is, in general, slightly less for the dairy farms than for 
the whole sample, while their labour requirements are higher 
than the general average. For every £100 of imports replaced, 
therefore, the area of land occupied and the amounts of home 
resources utilised are greater for all sizes of dairy farms than 
the corresponding averages for farms of all types. But there is 
a closely similar relationship between the performance of farms 
of different sizes, whether dairy farms alone or farms of all types 
are considered. In the dairy-group, just as in the whole sample of 
farms, the small farms replaced a somewhat higher net value of 
imports per acre than larger farms but absorbed considerably 
more labour and other home resources in the process. The 
amount of home resources (other than land) required for every 
£100 of imports saved by dairy farms fell substantially as the size 
of farm increased. 

As has been stated, one of the main factors operating to 
reduce the relative effectiveness of small farms, from the point of 
view of net import-saving, is their comparatively high consumption 
of purchased feeding-stuffs. The continuance of reductions in 
prices of imported feed relatively to other import prices would 
therefore tend to improve the results achieved by small farms in 
comparison with larger holdings. 

From the point of view of the balance-of-payments problem 
alone—and disregarding the social considerations involved—it 
would appear, from the above figures, that the relative advantages 
of smaller or larger farms depend largely on the labour situation. 
The net saving of imports by British agriculture would apparently 
be increased somewhat by a reduction in the average size of farms, 
not only because, acre for acre, the small farm tends to have a 
higher output, valued in terms of net imports, than the large farm, 
but because the small farm tends to concentrate more heavily on 
dairying and livestock production, which, on present price-trends, 
give greater promise of import-saving per acre of land used than 
cash crop-production. So long as labour is scarce, however, the 
advantages of small farms in this respect are probably out- 
weighed by their considerably higher labour requirements per 
£100 of imports saved. If a position of labour surplus were to 
develop, this offsetting disadvantage would be removed—particu- 





Se 
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larly bearing in mind the considerable proportion of immobile 
labour employed on small farms. 


IV. Tse Errect or INTENSIFICATION OF OUTPUT ON THE 
Economy OF Import-REPLACEMENT 


The Government’s present programme of agricultural expan- 
sion is designed to increase the net value of British agricultural 
output by 1952 to a level 15% above the war-time peak of 1943/4. 
The achievement of this programme within this period clearly 
involves a considerable intensification of output, since the total 
area of land available for agriculture is variable only within very 
narrow limits, and the increase of output by improvements in 
farming technique must necessarily be a slow process. 

It cannot be taken for granted that an intensification of 
output on the scale required would lead to a proportionate increase 
in net saving of imports (at a given level of national food con- 
sumption) or that any increase in saving that might result would 
be achieved economically in terms of home resources used. Some 
information on these questions can be obtained from the sample of 
farms under consideration by examining the results achieved by 
groups of farms operating at different levels of intensity of pro- 
duction, adopting as a basis of measurement of “ intensity,’ the 
‘net production ” of each farm, i.e., the actual money value of 
gross sales, plus or minus any increase or decrease during the year 
in the value of stocks on the farm and minus the cost of any live- 
stock purchases.! It is appreciated that money value is not an 
entirely suitable basis of measurement of production, particularly 
under a fixed-price regime, where the relative prices of different 
commodities are artificially determined; but the disadvantages 
of a money value basis are considerably reduced if comparisons are 
confined to farms of similar production-types. Moreover, for an 
industry like agriculture, producing a wide variety of different 
commodities, it is difficult to find any satisfactory physical basis 
of measurement of production. 

There is a further reason, in this instance, for confining the 
comparison to farms of similar types. There are substantial 
differences in average net production per acre between different 
types of farms: dairy farms, in particular, generally tend to have 
@ considerably higher net production (measured by money value) 
than other kinds of farms. Figures covering farms of all types 


1 Gross sales alone would give inflated figures for farms which buy in store 
livestock as compared with those which breed their own stock. 
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would thus be distorted by the varying incidence of different 
production-types at different levels of intensity. 


Tasiz VIII 


Replacement of Imports by Mixed Farms at Different Levels of 
Intensity of Production, 1945/6 to 1948/9 











Farms with annual net production of : 
Under | 212-16 | £16-20 | 20-24 | Over 
per per per per per 
oak acre. acre. acre. poe § 
Gross replacement of nome 
(£ per acre) 7:8 10-6 13-3 15-5 20-2 
Imported materials used (£ per 
acre) 2-3 2-8 3-2 5-1 6-6 
Net replacement ‘of imports 
(£per acre) . ‘ 55 7:8 10-1 10-4 13-6 
Home resources used : 
Labour (£ per acre) . 5-3 5-8 7-0 7-4 9-8 
Other home resources (£ per 
acre) . 2-8 3-6 45 5-4 7-4 
Total home resources C per 
acre). 8-1 9-4 11-5 12-8 17-2 
Home resources used per £100 
net replacement of im- 
ports : 
a (acres) . . : 18-1 12-8 9-9 9-6 7:3 
Labour (£) , : . 96 74 70 71 72 
Other home resources (£)_ . 51 46 45 52 54 
Total home resources (£) . | 147 120 115 123 126 
Number of farm returns in 
sample . " . 22 82 50 24 26 
Average area per farm (acres) | 248 318 281 236 271 
Average net income per acre 
(£) a . -. + | —O-4 1-8 3-4 4-6 6-5 




















In Tables VIII—X, the values of import-replacement in relation 
to land and other home resources utilised, at different levels of 
intensity of production, is shown for three types of farms— 
mixed farms, crop-selling farms and dairy farms.* 

The three types of farms show strikingly similar results : 

(a) In each case a steady increase in the gross value of output 
(measured in terms of import values) is accompanied by a more 
rapid and, generally, accelerating rise in the consumption of 

1 A complication arises in the case of dairy farms in that, owing to the 
higher price per gallon of “ quality ” milks, those producing “‘ quality ” milk (e.g., 
T.T. and Accredited) tend to have a higher net production as measured by value 
than farms producing ordinary milk, even though the volume of production 


may be no greater. For this purpose, therefore, consideration is confined tq 
farms producing ‘‘ quality ” milks. 





40 THE ECONOMIC JOURNAL [MARCH 


materials involving expenditure on imports, e.g., fertilisers, fuel 
and feeding-stuffs. 

(6) In consequence, the net value of imports replaced does 
not rise proportionately to the increase in production. At the 
highest levels of intensity (except on the mixed farms) the rate 
of increase in net saving of imports slows down to a very marked 
extent as production ris 's. 

(c) The amount of home resources, especially iabour, absorbed 
per acre generally rises at an accelerating rate as production 
becomes more intensive. 

(d) The net effect of the above tendencies is that although 
increased intensity of production, up to the highest levels pre- 
vailing in the sample under review, generally results in further 
net import-savings, these additional savings become increasingly 
meagre and, beyond a certain point, are achieved only at the cost 


TABLE IX 


Replacement of Imports by Crop-selling Farms at Different Levels 
of Intensity of Production, 1945/6 to 1948/9 





Farms with annual net production of : 





Under 


Over 

£12 £12-16 | £16-20 | £20-24 £24 
> per per per " 
cad acre. acre. acre. lean: 





Gross replacement of — 
(£ per acre) . 8-2 10-9 13-5 16-0 18-7 
— materials used (£ per 
2-0 2-5 3-3 4-1 6-9 
Net yp ‘of imports 
(£per acre) . 6-1 8-4 


Home resources used : 
Labour (£ per acre) . 4-0 4:8 
Pie home resources (£ per 

re) 3-1 4-5 
Total home resources « per 
acre) . 7-1 


Home resources used per £100 
net replacement of im- 
ports : 

Land (acres) 

Labour (£) ; 

Other home resources (£) 
Total home resources (£) 


Number of farm returns in 


sample . . ‘ : 
Average srea per farm (acres) 
Average net income per acre 

(£) $ - : d 
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TaBLE X 
Replacement of Imports by Quality Miik-selling Farms at 
Different Levels of Intensity of Production, 1945/6 to 1948/9 





Farms with annual net production of : 





vee £16-20 | £20-24 | £24-28 oo 
per per 


per 
per per 
pol acre. acre. acre. ae. 





Gross replacement of ae 
(£ per acre) 9-7 12-8 14-4 17-4 20-4 
_— materials used. (£ per 


3-1 4-2 4:8 6-8 9-2 
Net ‘Supleectnant ‘of imports 
(£per acre) . 6-6 8-6 9-6 


Home resources used : 
Labour (£ per acre) . 6-8 73 8-6 
Other home resources (£ per 

acre) 3-5 4-7 5-5 
Total home resources « per 
acre) . 10-3 


Home resources used per £100 
~—- — of im- 


Lend (e (acres) r ° . 15-1 , 10-4 ; 8-9 
Labour (£) > ’ - | 102 90 lll 
Other home resources (£) . 53 57 74 
Total home resources (£) . | 155 147 185 


Number of farm returns in 
sample . ° ° . 47 43 42 
Average area per farm (acres) | 222 173 81 
Average net income per acre 
(£) . 4 s é 13 , 3-5 4-2 5-2 




















of a substantial increase in home resources (other than land) used 
per £100°of imports saved. The optimum point, from the point 
of view of resources required for a given import-saving varies 
according to the type of farm. On dairy farms increased cost in 
home resources begins to show itself at a relatively early stage ; 
in the case of crop-selling farms, reductions in home resources 
used per £100 import-saving continue up to a relatively high 
level of intensity. The figures for dairy farms are, however, com- 
plicated by the fact that the more intensive farms tend to be smaller 
than the average, and, as has been shown, the smaller farms are 
generally the least economical in resources used per £100 of import 
saved; if the size-factor were eliminated, the optimum point in 
economy of resources for a given import-saving by dairy farms 
would probably occur at a somewhat higher production-level than 
is shown in Table X. 

If these figures are any guide to the general position, there is 
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clearly very considerable scope for raising the import-replacement 
capacity of British agriculture both per acre of land and in rela- 
tion to other home resources used (such as labour) by increasing 
the intensity of production on farms at the lower levels of output 
—always assuming the present occupiers of those farms to be 
technically capable of achieving additional output economically. 
It will be seen from Tables VITI-X that the majority of the farms 
whose figures are included in these tables are at present operating 
at a level of production below the optimum, as regards import- 
saving per acre of land, and that a substantial proportion are 
below the optimum in respect of other home resources used for a 
given saving of imports. 

Measures appear to be needed which would give an incentive 
to increased output in these lower-intensity groups without 
stimulating further intensification, at excessive cost in resources 
and comparatively little additional import-saving, at the highest 
levels. At present the principal instrument for affecting 
production is the forward-price system. It appears from the 
figures in Tables VIII~X that this system has not operated 
ideally during recent years, from the point of view of securing the 
optimum level of output. The figures of average net income given 
in the last line of each of these tables show that quite appreciable 
net incomes have been obtainable, even at low levels of output ; 
crop-selling and mixed farms with net production of only £12 
to £16 per acre have, on average, earned net incomes of almost 
£2 per acre, while dairy farms with less than £16 per acre net 
production have earned net incomes of nearly 308. per acre. 
At the same time, for those farmers whose aim is to achieve the 
maximum income, there has been a substantial profit incentive 
to expand output beyond the level which gives the best results 
from the national point of view. In all types of production 
the highest profits have been earned, on average, by the most 
intensive farms, though, in general, these are not the farms which 
have made the best use of resources for the purpose of import- 
saving. 

One method of correcting this defect would be to reduce the 
amount of farmers’ total incomes at present received in the 
form of prices paid for produce and correspondingly to increase 
the amount received as direct subsidisation of operating costs. 
A moderate reduction in commodity prices—of the order of, 
say, 5-10%—would reduce net incomes on farms of low out- 
put to comparatively small dimensions, and would thus provide 
an incentive to increased output as a means of maintaining 
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profits. This process would be further stimulated by additional 
subsidisation of measures designed to increase output, e.g., 
ploughing-up grants, liming subsidies, subsidisation of fertilisers, 
etc. At the same time, the result of a general moderate price- 
reduction should be to lower the point of optimum profit, and 
thus to remove or considerably reduce the incentive to carry pro- 
duction to uneconomically high levels. Moreover, additional 
direct financial assistance towards production costs might be 
expected to provide less of a stimulus to increased output in the 
case of farmers already operating at a high level of intensity than 
for those at a low level where the opportunities for increased pro- 
duction are greater. It is fully appreciated that the above is 
probably an over-simplification of the effects of such a step as 
is proposed. In some cases, price reductions might result in 
attempts to maintain net incomes by reducing expenditure 
rather than increasing output, and this might lead to a drop in 
the import-saving per acre by such farms. The increased financial 
assistance proposed towards specific production-costs is, however, 
designed to prevent this. And, in so far as it occurred, it would 
not necessarily be contrary to the national interest, provided it 
resulted in a more than compensating fall in the home resources, 
other than land, absorbed per £100 of import-saving. 

The main danger of the line of action suggested is the possi- 
bility that an excessive price reduction might introduce a general 
disincentive to production all down the scale; and great care 
would be needed both in calculating the appropriate amount of 
such price reductions and in planning the compensating measures 
of direct assistance towards operating costs so as to ensure that 
economic production at high levels of output per acre was not 
discouraged. 

Notwithstanding these reservations, however, the general 
conclusion seems justified that, carefully operated, the net effect 
of what is suggested should be not only an overall increase in the 
replacement of imports by British agriculture, but. also a reduction 
in the average amount of home resources utilised per £100 of 
imports replaced. 

As regards the absolute amount of home resources absorbed 
by agriculture, it seems probable that some increase would result, 
though not pro rata to the additional import-replacement. 
Whether such an increase would be justified, of course, depends 
on the comparative economy of utilisation of resources by 
agriculture and other industries. 
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V. Summary oF CONCLUSIONS 


The results achieved by the sample of farms whose accounts 
and records are considered appear to lead to the following con- 
clusions : 

(1) The average net value, measured in terms of imports at 
early 1949 prices, of the saleable output of farms in southern 
England, after deducting the value of imported materials con- 
sumed, was of the order of £9 per acre. 

(2) Every £100 net import equivalent produced required the 
use of about 11 acres of land and about £120 worth of other in- 
digenous resources. 

(3) At early 1949 import prices, the net import-replacement 
capacity per acre of the four main types of farms—dairy, cash- 
cropping, livestock and mixed farms—was comparatively uniform. 
Dairy farms, however, gave somewhat lower net savings per acre. 
than other types of farms, and, at the same time, absorbed con- 
siderably more labour and other home resources per £100 import- 
replacement. Against this must be set the substantial nutritional 
advantages of milk production. 

(4) If present price-trends were to continue until something 
like pre-war price relationships between the main imported foods 
were restored, the present advantage of sale-crop over milk pro- 
duction, from the point of view of import-replacement for a given 
consumption of home resources, would virtually disappear and 
would be easily outweighed by the nutritional advantages of milk. 
The production of other livestock products, e.g., fat stock and eggs, 
would become the most effective and economical means of replacing 
imports. 

(5) The maintenance of a high tillage area is likely to give 
moderate gains in terms of import-saving per acre, compared with 
grassland farming, at present levels of grassland management, and 
with approximately the same expenditure of home resources per 
£100 of imports saved. 

(6) Small farms tend to attain a slightly higher level of import- 
replacement per acre of land, but at a disproportionately heavy 
expenditure of labour and other indigenous resources, especially 
the former. A good deal of the extra labour used, however, is 
relatively immobile family labour. From the economic stand- 
point, the merits and demerits of the small farm appear to depend 
largely on the relative scarcity or otherwise of labour. 

(7) Beyond a certain point, increasing the intensity of produc- 
tion on farms will achieve only small additional net import- 
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savings per acre at increasing cost in home resources (other than 
land) per £100 of imports saved. The majority of farms do not 
appear to have reached this point of optimum intensity, though 
a smell proportion seem to have passed it. 

(8) There appears to be great scope for measures which will 
intensify output on farms at a low level of output without stimulat- 
ing further intensification of farms at the highest output levels. 
_ Any general downward tendency in prices of imported food would, 
of course, lower the point of optimum production per acre and re- 
duce the scope for economically increasing intensity of output. 

C. H. BLacBuRN 

University of Reading. 








THREE CONCEPTS OF THE BALANCE OF PAYMENTS 
AND THE SO-CALLED DOLLAR SHORTAGE 


THE confusion concerning the meaning of a deficit or a dis- 
equilibrium in the balance of payments is almost as old as the 
study of political economy. But never before has it been so 
widespread ; and rarely so systematically exploited. To be sure, 
most of the people who speak and write of the so-called “ dollar 
shortage ” are honestly confused. But there are probably some 
who know better and try to take advantage of the general con- 
fusion for political purposes if only out of patriotic motives. In 
any case, we have no right to abet confusion through continued 
equivocation. Three fundamentally different ideas are continually 
called by the same name. For the sake of clearer thinking they 
should be distinguished. 

What is indiscriminately called the balance of payments may 
be: I. A Market Balance, i.e., a balance of supply and demand ; 
or II. A Programme Balance, i.e., a balance of hopes and desires ; 
or III. An Accounting Balance, i.e., a balance of credits and debits. 

The market balance of payments is a model of a given situation 
in the foreign-exchange market, characterised by the effective 
demand and supply of foreign exchange at the given exchange rate 
and at alternative, hypothetical rates. This is an ex ante concept 
for use in the analysis of the foreign-exchange market, with major 
emphasis on the effects which changes of the exchange rate might 
have upon the amounts of exchange effectively demanded and 
supplied. 

The programme balance of payments is a statement of sources 
and uses of foreign funds, expected or planned, over a future 
period of one or more years, based upon the nation’s capital and 
consumption requirements, and on a programme of meeting an 
excess of requirements over resources by recourse to foreign 
finance expected or sought. This also is an ex ante concept, not 
for analysis but for use in planning, forecasting or negotiating, 
with major emphasis not on what is effectively demanded, but on 
what is felt to be desirable with reference to some accepted 
standards. 

The accounting balance of payments is a record of all trans- 
actions, real and financial, which have taken place over a past 
period of one or more years between the country’s residents and 
residents of other countries, the record being kept in the form of 
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double-entry book-keeping, with each credit entry balanced by an 
offsetting debit entry, and vice versa. This is an ex post concept 
based on statistical information and estimates for use chiefly in the 
description of past developments and perhaps also in the appraisal 
of the present position of one nation in relation to others. 

The meaning of a deficit in the balance of payments is, of 
course, categorically different for each of the three basic concepts. 
But also within each concept the meaning of a deficit is by no 
means clear. There may be several different deficits depending 
on a number of arbitrary definitions, assumptions, hypotheses, 
judgments or objectives, even after one has decided whether one 
speaks of a market, a programme or an accounting balance. 


I. The Market Balance of Payments 


In an attempt to define a dollar shortage or a deficit in the 
dollar balance of payments in the market sense (or supply and 
demand sense), one should be deliberately vague on certain points 
in order to allow for differences in assumptions and hypotheses 
which can be legitimately made. 

A dollar deficit in a country’s market balance of payments may be 
tentatively defined as an excess of dollar amounts effectively demanded 
at the given exchange rate by would-be purchasers (who are not 
restricted by specially adopted or discretionary government control 
measures) over the dollar amounts supplied at that exchange rate by 
would-be sellers (who are not motivated by a desire to support the 
exchange rate). 

1. The phrase “ effectively demanded” is to mean that the 
would-be buyers possess and are willing to part with the domestic 
money to pay for the foreign exchange. Effective demand for 
dollars means supply of domestic money in exchange for dollars ; 
and excess demand for dollars means excess supply of domestic 
money in the exchange market. Of course, total cash balances, 
bank credit outstanding and incomes are assumed to be given. 

The concept of a “ given” demand for dollars has several 
implications : (a) The case of a continuing credit expansion, of a 
continuous “ feeding ” of demand by the creation of additional 
bank credits or other forms of money is ruled out. (6) When an 
excess demand for dollars is met by sales from monetary reserves 

1 The process of a continuing expansion would be represented by a con- 
tinuing shift of the demand curve for foreign exchange upward and to the right 
(and of the supply curve upward and to the left). At a fixed exchange rate the 
excess demand for foreign exchange would continually rise, and with freely 


flexible rates the successive “‘ deficits ” in the market balance of payments would 
regularly be eliminated by continual increases in the price of the dollar. 
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(for the sake of maintaining exchange-rate stability) these sales 
tend to reduce domestic circulation and, thus, the would-be 
buyers’ ability to sustain the given demand for dollars.‘ We must 
understand the effective demand as that which would-be buyers 
of dollars can exercise before their buying power may be impaired 
through dollar sales out of monetary reserves. (c) When an 
excess demand for dollars is reduced through an increase in the 
price of the dollar, i.e., a depreciation of the currency, the reduc- 
tion of dollar sales out of official reserves and the improvement in 
the foreign balance on current account may result in an increase 
in the domestic money supply and income level, and thus, in an 
increase of the demand for dollars.2_ Again, the “ given ’” demand 
for dollars cannot show these repercussions of the change in the 
exchange rate. 

In order to show the repercussions of changes in income, our 
working model should include, in lieu of a “ given ” demand for 
dollars, a family of demand curves with different income para- 
meters. As long as we try to deal with a “ given ’” demand, we 
have to assume that the buying power which makes this demand 
effective is unchanged. This assumption, I am afraid, limits the 
use of a market model which includes only a “ given ’”’ demand 
curve to short-period analysis. 

2. The phrase “at the given exchange rate” may mean any 
exchange rate whatever, but the excess demand for dollars would 
then be purely hypothetical. More often the “ given ’ exchange 
rate will refer to the one actually prevailing, at least at the outset 
of the imagined process. Most often it will refer to the rate fixed 
and maintained by,the monetary authorities.* 


1 The “‘ deflationary ” effects of dollar sales out of monetary reserves would 
come to an end when the income flow is reduced to such a level that current 
savings out of received incomes are low enough to be adjusted to the reduced 
rate of “‘ investment ” (domestic investment minus the import balance). 

? The existence of a continuing dollar deficit on current account at a stabilised 
dollar rate may be consistent (as was indicated in the preceding footnote) with 
stationary income equilibrium if the rate of saving has adjusted itself to the 
import balance. _ If, then, the depreciation reduces the dollar deficit, the domestic 
income flow must increase and, depending on the marginal propensity to import, 
the effective demand for dollars must also increase. 

3 Underlying the whole market analysis is usually the notion that the size of 
the excess demand is a function of the exchange rate and that in all probability an 
exchange rate could be found at which the excess demand is zero. Nevertheless, 
there are theories denying the existence of an equilibrium exchange rate under 
certain conditions and, under other conditions, asserting that the equilibrium 
may be unstable. In any event, the model of the foreign-exchange market with 
given supply and demand functions serves equally those who believe and those 
who do not believe it probable that there is always an exchange rate which can 
equate the dollar amounts demanded and supplied. 
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3. The phrase “ not restricted by specially adopted or discre- 
tionary government control measures’ is the most delicate part of 
the definition; it is designed to prevent the definition from 
becoming unnecessarily narrow and to make it applicable to a 
variety of assumptions. A given demand curve for dollars 
assumes a large number of “ underlying ” conditions including the 
levels of income and buying power, the supply and demand 
conditions for all domestic and foreign products, and also the 
existence of governmental obstacles, incentives or prohibitions. 
Import tariffs, import quotas, import prohibitions, subsidies for 
home-made substitutes of foreign products, excise taxes on goods 
containing imported materials, limitations on foreign travel 
and hundreds of similar governmental measures are among the 
factors determining a country’s effective demand for dollars. To 
assume “ absence of all government intervention ” would be silly 
if the model is to aid in the analysis of reality. On the other 
hand, to assume the existence of comprehensive foreign-exchange 
controls (allocation controls) and to include in the effective demand 
for dollars only those amounts which the control authorities will 
actually authorise would be worse, because it would define away 
the very problem we are out to solve, the excess demand for 
dollars. On what grounds, then, should we distinguish govern- 
mental control measures that can be assumed as given among the 
factors determining the effective demand for dollars from other 
measures that cannot be so included ? 

The answer to this question will usually be suggested by the 
setting of the problem to be solved. For example, if with a given 
set of non-discretionary control measures the problem is to analyse 
the possible effects of depreciation without a change in the 
controls, the “ given ” demand will surely be on the basis of the 
existence of the controls. An absolutely effective prohibition of 
capital exports—if such a thing can exist—may exclude the 
demand for dollars by would-be capital exporters and reduce the 
relevant demand to that by importers of foreign goods and 
services. If the problem includes a comparative evaluation of 
specific (non-discretionary) control measures, the best procedure 
might be to work with two demand curves, one including, the 
other excluding, the effects of the controls in question. If the 
problem is to find out whether existing restrictions which were 
adopted merely for the duration of an emergency can be aban- 
doned, these restrictions will be assumed to be absent so that one 
may see the picture of a possible market balance or imbalance 


without the use of the restrictions. If controls are of a kind that 
No. 237—voL.. Lx. E 
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can be administered only with a discretion which in turn is affected 
by the size of the excess demand, then the “given” demand 
should certainly not reflect the exercise of these controls.? 

4. The phrase “ not motivated by a desire to support the exchange 
rate” is designed to separate the sales of foreign exchange out of 
monetary reserves and out of foreign stabilisation loans from the 
sales properly regarded as the “ supply ”’ of exchange in the market 
in which the balance between supply and demand is being 
analysed. 

The “ market supply ” is by no means confined to transactions 
on income account, that is, to the proceeds from sales of exported 
goods and services (and certain donations). It includes also all 
those transactions on capital account (and all those donations) 
which are not the result of deliberate efforts to satisfy an effective 
demand for foreign exchange that could not otherwise be satisfied 
at the given exchange rate. Long-term capital imports, that is, 
direct investment by foreigners and the proceeds from the sale of 
securities to foreigners, are unquestionable components of the 
market supply of foreign exchange. And there is no reason 
why the market supply should not also include the foreign 
exchange derived from official (governmental or institutional) 
loans for relief, rehabilitation, reconstruction and development. 
Of short-term capital imports, the autonomous ones, such as 
funds of foreign capitalists placed in the country (whose balance 
of payments is being analysed) either for safekeeping or in order 
to profit from interest differentials are also clearly eligible for 
inclusion in the market supply of foreign exchange.? The 

1 Ardent believers in a free economic order may have a bias towards thinking 
of the effective demand always as if it were as ‘‘ pure ”’ as possible, 7.e., unaffected 
by restrictive government controls. Ardent believers in centralised planning, on 
the other hand, may refuse even for theoretical analysis to abstract from foreign- 
exchange restrictions, except in order to prove that a free market is inherently 
unstable and injurious to the national interest. The technique of analysis 
implied in the concept of the market balance dictates neither of these prejudices, 
although, as was said before, the logic of the conception of a demand function of 
determinate elasticity forbids us to include in the function the probable effects 
of discretionary restrictions (where the exercise of the restrictions is not restricted 
by any stated rules but only by the ad hoc rulings of the administrators). 

2 Doubtful is the inclusion of short-term capital imports of private exchange 
speculators. These might be either foreigners willing temporarily to increase 
their balances (claims) in the country, or nationals willing temporarily to reduce 
their foreign balances or to increase their foreign debts. They are motivated 
by expectations of profiting from a merely temporary weakness of the domestic 
currency in the exchange market. In an analysis of the positioa of the monetary 
authorities, the foreign funds made available by exchange speculators might 
possibly be regarded as part of the market supply of foreign exchange, because 


this supply will relieve the pressure upon the monetary authorities and reduce 
the drain of official monetary reserves. From other points of view it seems 
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“market supply ” of dollars includes all those dollars that come 
to the exchange market as effective demand for domestic money. 
In other words, these dollars are offered because the would-be 
sellers want domestic money. 

Excluded from the “ market supply ” are the dollars sold out 
of the gold and foreign-exchange reserves of the monetary 
authorities, and out of foreign stabilisation loans, and the rate- 
pegging purchases uf domestic currency by foreign monetary 
authorities and international institutions such as the International 
Monetary Fund. These are the funds which are made available 
for the purpose of meeting all or part of the deficit in the market 
balance; they are supplied in order to support the exchange rate, 
not in order to get domestic currency. 

5. Every supply-and-demand analysis has several time aspects : 
it pictures a situation prevailing at a particular moment of time 
and expected to last for a definite or indefinite period of time; it 
deals with quantities offered or demanded per unit of time; and it 
expresses the changeability of these quantities in response to 
changes in price with a certain time interval allowed for the 
adjustment. We are concerned at this point with how long the 
situation depicted by the market curves is expected to last. This 
is a time aspect of great significance in policy decisions. If an 
excess demand for foreign exchange is expected soon to give way to 
an excess supply, the problem of the “ dollar shortage ”’ is surely 
quite different from what it would be if no change was expected in 
the foreseeable future. 

Disregarding day-to-day and even seasonal fluctuations, and 
speaking only of deficit periods long enough to constitute serious 





preferable not to include the speculators’ funds in the market supply of foreign 
exchange, especially since some of the consequences of these speculative trans- 
actions are very similar to those of reductions of the gold or exchange reserves of 
the monetary authorities. On these questions see my article on ‘‘ The Theory of 
Foreign Exchanges,”’ Economica, 1939 and 1940, especially pp. 42 ff. Reprinted 
in Readings on the Theory of International Trade, Philadelphia, Blakiston, 1949, 
pp. 149 ff. 

1 Many of the comments made above regarding effective demand have 
analogous relevancy for the market supply. The offer of foreign exchange, for 
example, may be the consequence of governmental measures stimulating the 
exports of merchandise or prohibiting the holding of foreign balances (claims) ; 
and it may depend upon the problems at hand whether the effects of the ‘‘ inter- 
ventions ”’ should be included in or excluded from the market supply. There is 
also again the question of changes in the domestic income level affecting the 
exportability of home products and the flow from other sources of supply of foreign 
exchange. This either calls for a family of supply curves with different income 
parameters or it limits the use of a ‘‘ given ”’ supply curve to problems for which 
changes in income can be legitimately disregarded. 








52 THE ECONOMIC JOURNAL [MARCH 


problems for monetary authorities intent upon maintaining 
exchange-rate stability, we may distinguish three kinds of cases : 
(a) The excess demand is judged to be cyclical in character, that is, 
associated with a particular phase of a national or international 
trade cycle, and hence likely to disappear in due time even without 
any special measures on the part of the governments concerned. 
(b) The excess demand is judged to be associated with structural 
or monetary factors expected to change before long in consequence 
of certain measures taken by the government or of certain develop- 
ments afoot in the economy. (c) The excess demand is judged to 
be associated with conditions not expected to change significantly 
in the foreseeable future. Cases (a) and (b) are those in which 
the International Monetary Fund would consider sales of dollars 
against the currency temporarily in excess supply. In case (c) the 
I.M.F. would favourably consider a depreciation of the currency 
in excess supply. 

6. There are several different policies for dealing with a 
deficit in the market balance of payments. A. The excess demand 
for dollars at the given exchange rate can be reduced or removed 
by altering the rate. The proper adjustment of the exchange 
rate is typically a depreciation of the domestic money, i.e., a higher 
price for the dollar. B. The excess demand for dollars can be 
satisfied at the given exchange rate through sales of gold or dollars 
by the national or international monetary authorities. CO. The 
excess demand for dollars can be left unsatisfied, the short amount 
supplied being distributed among would-be buyers by rationing, 
administrative allocation or similar discretionary restrictions of 
foreign-exchange transactions. D. The excess demand for dollars 
can be reduced or removed by monetary and fiscal measures 
reducing the money circulation and income flow of the country. 
E. The excess demand for dollars can be reduced (though rarely 
removed) by restrictive commercial policy, thus reducing, through 
higher import barriers, the demand for dollars (a shift which 
ordinarily will imply increased domestic demand for other things 
including exportable goods, and thus tend to reduce the supply of 
dollars 1). #. The excess demand for dollars can be reduced 
(though rarely removed) by persuading other countries to a 
more liberal commercial policy, thus increasing, through reduc- 
ing their import barriers, the supply of dollars (a shift which 


1 This reservation need not be relevant where policy HZ is adopted after policy 
C has been in use for a considerable time and the particular import demand 
that is now eliminated by new import barriers had been in any case unsatisfied 
under existing exchange controls. Policy Z then merely reduces the demand for 
imports and dollars without reducing actual imports and purchases of dollars. 
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ordinarily will imply increased domestic demand for imports and 
dollars 4). 

Policies HE and F—import barriers and removal of export 
barriers—have in common with Policy D—deflation—that they 
are‘attempts to remove the gap between the supply and demand 
curves by shifting them until they intersect at the existing 
exchange rate. Policy A—exchange depreciation—attempts to 
close the gap by movements along the existing curves towards the 
point where they intersect. Policy B—exchange stabilisation— 
attempts (by rate-pegging sales out of reserves) to fill the gap 
between the existing curves at the existing exchange rate. Policy 
C—exchange restrictions—leaves the existing curves, the existing 
rate and the existing gap as they are, but suspends the free 
market. 

Depreciation as well as deflation are apt to reduce real wages 
the former by raising prices of imports and possibly increasing 
exports at the expense of home consumption, the latter by lower- 
ing money incomes in the economy. Policies A and D are un- 
popular for these reasons, and B and C are the monetary policies 
preferred by most politicians and many political economists. 
Since B, however, drains the foreign reserves of the country, C— 
restrictions—are relied upon in increasing degrees. Foreign loans 
strengthen the reserves for continuing policy B, but as soon as 
foreign loans give out, policy C becomes more stringent and the 
“ dollar shortage ”’ is perpetuated. This policy is rationalised by 
the contentions that deflation would lead to Communism, and that 
depreciation would under trade-union pressure become inflationary 
and, thus, could not eliminate the excess demand for dollars. It is 


1 Where policy F is adopted on top of policy C, the new supply of dollars 
may merely allow some previously existing but unsatisfied import demand to be 
satisfied. The qualification concerning an increase in demand is then not 
relevant. 

2 The system of “ freely fluctuating exchange rates’ adopts policy A as an 
automatic regulation of the market balance of payments. Under such a system 
a dollar shortage in the market sense could not last even for a quarter of an 
hour. Any gap between supply and demand that threatened to develop at one 
exchange rate would immediately be closed by the market finding a rate that 
would squeeze out the excess demand. Whether the rate fluctuations under such 
a system would be enormous or moderate would depend on various elasticities, 
about the size of which we know little. In all systems used in actual practice, 
several of the policies dealing with an excess demand for exchange are used in 
combination. Of the two commercial policies, F is usually a pious hope, E— 
import barriers—an impious fact. Of the four monetary policies, the gold 
standard combined policies B and D—stabilisation and deflation. Most of the 
systems now in use (e.g., United Kingdom) combine policies B and C—stabilisation 
and restrictions. Some systems (e.g., France) combine policies A, B and C— 
depreciation, temporary stabilisation and restrictions. In at least one case (Italy) 
we have recently observed a combination of all four types of monetary policy. 
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true that trade-union pressure for excessive wages will lead 
either to unemployment or to inflation (open or repressed), and 
that inflation (even if repressed) results in permanent dollar 
shortages unless the price of the dollar is allowed to rise con- 
tinually along with or ahead of wage-rates. If it is politically 
disastrous to permit large-scale unemployment and _ politically 
impossible to outlaw disequilibrating wage increases, a policy of 
continual exchange depreciation might be the only alternative to a 
policy of permanent restrictions or abolition of the market system. 
Needless to say, assertions about what is politically ‘‘ disastrous ”’ 
or “impossible ”’ are matters of political opinion, the validity of 
which is difficult to judge. 

7. In contrast to the programme balance of payments, to be 
discussed presently, it makes no sense to forecast the market 
balance of payments for a future period into which the present 
market conditions can hardly continue—unless we believe that we 
know the future market conditions. The market balance of 
payments refers to a given exchange rate under given conditions 
of supply and demand. Changes in wage-rates, interest-rates, 
production costs, consumers tastes, tariffs, fiscal policy, credit 
policy, capital movements, etc., will alter the market conditions 
for foreign exchange so significantly that it is nonsense to predict 
the size of the excess demand for a time a year or’ two away. 
Sometimes, perhaps, one may predict that the underlying con- 
ditions are likely to change in the near future so as to reduce the 
gap between supply and demand of dollars that exists at the 
present exchange rate. Or one may deny that they are likely to 
change sufficiently to eliminate the gap soon. Or one may try to 
estimate, nay, guess, the size of depreciation that might suffice to 
close the gap under given conditions. But a pretence of quantita- 
tive precision in forecasts of the market balance of payments 
cannot be taken seriously.* 

1 A ‘‘temporary suspension ’’ of the market mechanism pending certain 
anticipated improvements of domestic productivity and possible foreign tariff 
reductions would in fact turn out to be permanent. The alternative policy of 
countering any excessive wage increases by continual depreciation was apparently 
what Lord Keynes regarded as most feasible. (See ‘‘ The Objective of Inter- 
national Price Stability,’ Economic JouRNAL, 1943, p. 186.) There is a good 
chance that the threat of continual depreciation will make trade unions ready 
to agree on schemes for wage stabilisation (or wage increases in measured steps). 

2 Some of the differences between market balances and programme balances, 
particularly the difference in predictability, can be clarified by an illustration from 
another field. The housing shortage in the market sense is sure to continue for a 
long time if rentals are held at the controlled levels. One may try to guess the 


increase in rentals sufficient to eliminate the excess demand under given supply 
and demand conditions. But it is impossible to forecast the amount of excess 
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II. The Programme Balance of Payments 


The second concept of a balance of payments does not offer 
as many difficulties of definition as did the first concept. The 
definition of the deficit in the dollar balance of payments in the 
programme sense (or hopes and desires sense) calls merely for 
enough flexibility to take account of differences in judgment and 
in objectives. 

A dollar deficit in a country’s programme balance of payments 
may be defined as an excess of dollar amounts needed or desired for 
some specified purposes (assumed to be important with reference to 
some accepted standards) over the dollar amounts expected to become 
available from regular sources. 

1. The phrase “ needed or desired ” is to emphasise the contrast 
to the phrase “effectively demanded” that was used in the 
definition of the market balance of payments. The relevant 
magnitude in the programme balance is not the effective demand— 
based on the people’s ability to pay—but the “ requirements ” 
computed by experts and based on what they regard as the nation’s 
needs or desires. These needs or desires refer to the imports from 
abroad required to sustain certain levels of domestic consumption 
and capital formation. 

2. The phrase “ for some specified purposes”? need not mean 
exact import specifications according to detailed blueprints in a 
comprehensively planned economy, but may refer to global 
figures put down as targets or forecasts in an aggregative national 
budget, or even to mere projections of import totals required to 
supplement domestic output in the achievement of certain levels 
of consumption and rates of development. Given these levels of 
consumption and rates of development, given the productive 
resources available in the country, and given a certain export 
target, the total import requirement can be deduced by addition 
and subtraction. 

3. The phrase “ with reference to some accepted standards” 
indicates that the levels of domestic consumption and the rates of 
domestic capital formation are, in this context, matters of political 
judgment. Since the programme is usually submitted in justifica- 





demand for next year; although we may be certain that supply conditions will 
not have changed considerably, demand may be completely different. For 
example, another round of wage increases under full employment or a reduction 
in the income tax might easily double the excess demand ; or an increase in food 
prices might cut it in half. The housing shortage in the programme sense, on the 
other hand, can well be predicted, because the amount of dwelling space which we 
regard as desirable depends chiefly on the (perhaps) predictable number of 
families—not on their disposable incomes and on the rentals they must pay. 
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tion of governmental measures or requests, the objectives must 
conform to some standards widely accepted as fair and reasonable. 
With regard to consumption goals, the maintenance of the existing 
plane of living, or the return to one attained prior to an emer- 
gency, will usually be considered as a fair objective; lifting the 
plane of living will most easily be accepted as a reasonable objec- 
tive if it can be couched in terms of public health and social 
security. With regard to capital accumulation, proper goals may 
include the reconstruction of plant worn or torn by war or other 
catastrophies, improvement of plant capable of securing quickly an 
increase in productivity such as to make the nation self-sustaining 
at a satisfactory living standard or any kind of development work 
promising to raise consumption from notoriously sub-standard 
levels. But it will be shown later that the “ requirements,” in all 
actual situations, are at least as much a matter of how much foreign 
finance appears to be obtainable as they are of how much appears 
to conform to ‘“ accepted standards.” 

4. The phrase ‘expected to become available from regular 
sources”’ is to exclude the emergency sources. The foreign 
finance designed to fill the dollar gap is thus separated from the 
dollar amounts from more regular sources upon which the pro- 
gramme makers are counting when they estimate the gap that 
remains to be filled. These, in other words, are the dollar amounts 
to be received as proceeds from exports of goods and services, and 
from loans and investments by foreign capitalists if such are safely 
expected. Whether dollar loans or grants firmly promised by 
foreign governments are included among the available dollar 
amounts before calculation of the deficit or, instead, are regarded 
as parts of the financing provided to meet the “ existing ”’ deficit is 
a matter of taste. There seems to be an inclination to consider 
foreign loans or grants for “‘ special projects ’’ among the ordinary 
“ transactions supplying foreign exchange,” but to put “ general- 
purpose ” loans or grants down as ‘“‘ compensatory official finan- 
cing ”’ sought and obtained in response to an existing deficit in the 
programme balance of payments.! 

5. The programme balance of payments is always set up for a 
definite period of time, usually one year, sometimes two, three or 
four years. Ina programme for two or more years it is customary 
to show declining deficits in successive years in order to emphasise 
the beneficial effects of the aid to be received in the first year. 


1 Cf. International Monetary Fund, Balance of Payments Yearbook, 1938, 
1946, 1947. Washington, 1949, p. 10. On the inconsistencies involved in such 
procedures see Section IIT below. 
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(This definiteness contrasts strongly with the indefinite and 
probably brief time period to which a given market balance of 
payments could refer. Every slight change in market conditions, 
every act of fiscal or monetary policy, might drastically change a 
deficit in the market balance.) Since the programme is presum- 
ably independent of the whims of the markets it is possible to plan 
a deficit of definite size for one or more years ahead. 

6. The existing foreign-exchange rate is not as essential for the 
programme balance as it is for the market balance of payments. 
The amounts of dollars effectively demanded and supplied will 
vary if the price of dollars changes; but the amounts of dollars 
needed or desired for certain national purposes may be entirely 
independent of the price of the dollar. Ifthe dollar becomes more 
expensive in terms of domestic currency, people will not be able to 
buy, on their given incomes, so many things for which dollars are 
required. But they may still need or desire these things and this 
is what counts for the dollar deficit in the programme balance of 
payments. With regard to the programme balance, the foreign- 
exchange rate may possibly be a factor in the effective steering of 
productive resources for the attainment of the production and 
export targets set in the programme. But the more compre- 
hensive the price and allocation controls in the economy, the less 
relevant will be the foreign-exchange rates. 

7. It is in the assumptions about the level of incomes that the 
difference between market balance and programme balance of 
payments becomes most strikingly apparent. An increase in 
money and real income will most likely increase a dollar deficit in 
the market balance, but decrease a dollar deficit in the programme 
balance. In the market, the dollar gap will be widened at a given 
exchange rate, because people can buy more and, thus, more 
goods will be imported and fewer goods made available for export. 
In the programme, the dollar gap will be narrowed, because people 
produce more and, thus, fewer goods need be imported and more 
goods may be made available for export. 

8. Six policies for dealing with a deficit in the market balance 
of payments were previously mentioned. Two of them, exchange 
depreciation and deflation, are of little relevance for the pro- 
gramme balance, because relative prices are not of the essence 
in judging what the nation needs, desires or can do without. The 
other policies remain relevant. Import barriers and exchange 
restrictions are among the main instruments of implementing the 
programme : only for needed or desirable imports are dollars made 
available. Exchange stabilisation (in the sense of sales of dollars 
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out of reserves of the monetary authorities) is often a part of the 
programme of covering the deficit: the programme may seek 
foreign loans and grants for the larger portion of the deficit, but 
draw on the dollar reserves of the nation to finance the rest. Ina 
sense, however, one should really not speak of policies of “ dealing ” 
with a deficit in a programme balance of payments. For this is 
not a deficit which first ‘ exists,’ and then is ‘‘ dealt with.” 
Instead, it is a deficit which is programmed when there is a 
chance to finance it. There is no sense in drawing up a programme 
balance with a dollar deficit when there is no hope of finding the 
funds required to carry out the programme. The entire pro- 
gramme is built around the potentialities of finding the foreign 
finance for the deficit.+ 

9. That the dollar deficit in the programme balance of pay- 
ments is conditioned by the financing potentialities explains our 
previous remark that the so-called “standards ” underlying the 
nation’s requirements are not only flexible but, perhaps, even 
secondary to the appraisal of the financing potentialities. No 
matter how fair and reasonable are the standards on the basis of 
which a country would “need” large amounts of dollars, any 
programme balance showing a deficit too large to be financed 
would quickly be revised. Thus, a realistic appraisal of how 
much foreign finance might possibly be obtainable (from other 
than ‘regular’ sources) will be the chief determinant of the 
deficit. This would make the dollar shortage (in the programme 
sense) merely a function of the financing potentialities. In actual 
fact, of course, the strength of the case, resting on the validity of 
the standards, might influence the willingness of other nations to 
finance a larger deficit and, besides, matters are even more com- 
plicated than that because the authorities in most countries 
constantly confuse in their thinking the programme balance of 
payments with the market balance. It is chiefly the programme 
balance by which the economic benefits of a foreign loan can be 
judged. A loan to finance a persistent deficit in the market 
balance would be beneficial only if something could be gained by 
postponing the correction of a fundamental maladjustment of the 
exchange rate. 


1 The staff of the International Monetary Fund recognises the planned 
character of most of the dollar deficits and considers it erroneous to assume ‘‘ that 
in some way a deficit develops and financing must then be found for it... . 
Unless it is financed, the deficit cannot come into being.”” Again, ‘‘ the monetary 
authorities engage in compensatory financing of a deficit upon which they have 
deliberately decided.” International Monetary Fund, Balance of Payments 
Yearbook, 1938, 1946, 1947. Washington, 1949, p. 23. , 
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10. Apart from its use in foreign diplomacy and domestic 
politics the programme balance of payments is a forecast of 
future developments. The forecasting involved in the programme 
balance makes sense even for periods for which forecasting of a 
market balance would make no sense. This does not mean that 
the forecasting will usually be proved correct by the actual 
developments. Where a nation allows some degree of economic 
freedom and permits free enterprise to perform some of the inter- 
national transactions, it may find that some things do not go 
according to plan, that not all targets are reached, and that the 
programme must be revised in several respects. Yet, even if the 
forecasts eventually turn out to be wrong, they often make sense 
at the time they are made. 

As in all forecasting and programming, past experience plays a 
dominant role in the computation of a programme balance of 
payments. The figures of past imports and exports are the chief 
material used by the-programme makers, and projections of these 
figures into the future, with certain revisions up or down, are their 
most common method. There seems to be a tendency on the part 
of forecasters to underestimate the pliability of the trade balance 
in free market economies.1 This is probably so because many 
economists underestimate the price elasticities and income 
elasticities which determine the flows of goods and services in free 
economies. Another reason may be that they take import figures 
as an expression not of effective demand but rather of the needs 
of the nations, and are loathe to programme a significant reduction 
in imports that would hurt. In any case, while past trade balances 
are of little relevance in sizing up the market balance of pay- 


1 In the forty-eight years from 1867 to 1914 France had import surpluses in 
forty-four years, and export surpluses only in the four years (1872-75) during 
which she paid war tributes to Germany. Despite this example of the pliability 
of the trade balance, John Maynard Keynes in the discussion of the German trans- 
fer problem regarded the trade figures as ‘‘ sticky.’” When he wrote his famous 
article on ‘‘ The German Transfer Problem ’’ (Economic JOURNAL, 1929) he had 
only the 1927 trade statistics available. It showed a German import surplus 
of RM 2,847 million. In 1928 the import surplus was only RM 1,229 million, 
by 1929 the balance had changed into an export surplus of RM 36 million, and in 
1930 and 1931 the export surplus reached RM 1,642 million and RM 2,872 million, 
respectively. In the years before 1930 the changes were chiefly increases of 
exports with merely small decreases of imports; during the later years, after the 
onset of the world depression, the imports fell most drastically. The 1927 
imports had been RM 13,801 million, the 1932 imports were RM 4,666 million. It 
may be said that these drastic changes in the trade balances had undesirable 
consequences. True enough. But this means merely that quick change may 
hurt, not that it is difficult to achieve; and that a forecast of a deficit based on 
past trade figures is in the nature of a programme, not a market balance, with the 
purpose of avoiding ‘‘ undesirable ’’ consequences. 








60 THE ECONOMIC JOURNAL [MARCH 


ments, they are important in shaping the programme balance of 
payments. 

The ex ante character of the programme balance of payments 
is self-evident, but to the extent to which hopes are fulfilled and 
targets attained, the ex post record of international transactions 
may tally with the programme. 


III. The Accounting Balance of Payments 


The third concept of the balance of payments, the statistical 
record of a country’s international transactions in the form of a 
fully balancing accounting statement, offers difficulties of defini- 
tion only when it comes to define a deficit or surplus. If for all 
one-sided international transactions the accountants make off- 
setting entries on “ donations ” account, the only possible differ- 
ence between the totals of credits and debits can be “ errors and 
omissions,”’ reflecting statistical deficiencies, not economic pheno- 
mena. Although everybody agrees that the accounting balance of 
payments “necessarily balances,”” many choose to present it as 
showing a surplus or deficit in some meaningful sense. 

Thus, a dollar deficit in a country’s accounting balance of pay- 
ments may be defined as an excess of dollar amounts entered on the 
debit side of certain accounts in the annual record of its internaiional 
transactions over the dollar amounts entered on the credit side of the 
same accounts, the accounts being selected from the full, necessarily 
balancing statement in order to throw light upon problems connected 
with market or programme balances of payments. 

1. The phrase “ certain accounts ’’ serves as recognition of the 
fact that a complete statement of all accounts cannot possibly 
show a credit or debit balance, while ‘‘ certain accounts ” can. 
If these accounts, taken together, show a credit balance, the 
remaining accounts, taken together, must show a debit balance, 
and vice versa. 

2. The phrase “‘ debit side ’’ stands here also for various other 
captions alternatively used in statements of international trans- 
actions, such as “ payments,” “‘ imports,” ‘‘ passive ” and ‘“ in- 
crease in gold or foreign assets” or “‘ decrease in foreign debts,” 


99 


1 Cf. International Monetary Fund, Balance of Payments Yearbook 1938, 1946, 
1947: ‘*The balance of payments of a country necessarily balances. It is 
a system of double-entry bookkeeping under which total credits equal total 
debits. There can be no surplus or deficit in the balance of payments as a whole ” 
(p. 4). Nevertheless, ‘‘ the Fund’s staff has endeavored to develop a concept of 
balance of payments surplus or deficit that would facilitate consideration of the 
problems of the Fund ”’ (p. 5). 
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the latter two captions referring to gold and capital movements 
(provided such items are among the selected ones). 

3. The phrase “ international transactions ” does not mean that 
every single transaction with foreigners is separately entered in the 
record; net changes in gold holdings and in foreign assets and 
debts can adequately reflect the net results of all individual 
transactions on gold and capital accounts. 

4. The phrase “ credit side” stands here also for various other 
captions alternatively used, such as “receipts,” “exports,” 
“ active ’’ and ‘“ decrease in gold or foreign assets ” or “‘ increase 
in foreign debt.” 

5. The phrase “ accounts selected’ is intended to reflect the 
fact that the ideas as to what is a significant selection have varied 
most widely. For a long time writers stressed only merchandise 
accounts, and up to this day many concentrate their attention on 
current accounts (income accounts).! Official donations are some- 
times excluded, so that transactions on current account consist 
of goods, services and private donations. Others have felt that 
long-term capital movements (or at least private long-term 
capital movements) should be included among the accounts 
showing the significant balance. This would leave movements 
of monetary gold and short-term capital (and perhaps official 
long-term capital movements) as the items offsetting or financing 
the surplus or deficit. There are several more possible combina- 
tions of accounts, separating private and official short-term capital 
movements, or using other sorts of breakdowns. A ‘“ new 
approach,” * recently developed by the International Monetary 
Fund in its search for a ‘‘ working concept of surplus or deficit in 
the balance of payments,” ¢ will be discussed presently. 

6. The phrase “ in order to throw light” indicates the purpose, 
but not necessarily the result of selecting certain items of the 
accounting balance of payments to show a credit or debit balance. 
The light thrown by the balance of chosen items is more often 
deceptive than helpful, particularly in the analysis of the market 
balance of payments. Even the most careful selection of items 
in an accounting statement cannot indicate whether the particular 

1 Cf. Report of the ECA Mission to the United Kingdom, London, 1948, p. 3, 
where the proposition that ‘‘ the period from 1930 to 1938 showed a deficit in 
the balance of payments running at the rate of £27 million per year’’ refers to the 
“* trade ’’ balance plus “‘ net invisibles.”’ 

2 Cf. International Monetary Fund, Balance of Payments Yearbook 1938, 
1946, 1947, p. 5, illustrating ‘‘ the necessity of including private capital move- 
ments if the impact of the balance of payments on the exchange problem is to be 


assessed.” 
3 Yearbook, p. 24 * Yearbook, p. 5. 
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transactions were ‘“‘ autonomous” or “ induced,” which is the 
significant thing in market analysis.! 

7. On first thought it may appear that no difficult time problems 
are involved in the concept of a deficit in the accounting balance of 
payments, with all accounts recording ex post the transactions that 
have actually occurred during the year. Unfortunately, this is 
not so if the accounting balance is supposed to explain the situa- 
tion in the foreign-exchange market. There may be, within a 
year, several changes, back and forth, from excess demand to 
excess supply of foreign exchange, that is, a succession of deficits 
and surpluses in the market balance of payments. But apart from 
this, the trade statistics of one year may contain imports or exports 
prepaid in the previous year or payable in the next year, in 
amounts not cancelling each other, so that the offsetting short- 
term capital movements would not reflect any ‘“‘ balance of pay- 
ments pressures ”’ in the foreign-exchange markets. Many other 
kinds of peculiar timing constellations may make the accounting 
balance absolutely irrelevant for any market balance over the 
year. 

8. The accounting balance of payments tells nothing about the 
relationship between foreign-exchange rates and the market balance 
of payments.? Aggregative elasticity studies are absolutely 
unreliable. 

9. The impossibility of using an accounting balance of pay- 
ments as an indication of the market balance of payments can 
perhaps be better understood by imagining cases of perfect 
balance in the accounting balance, no matter how the accounts are 
selected. (H.g., assume a perfect balance of trade, a perfect 
balance of invisibles and no net movements of monetary gold or 


1 In an analysis of the foreign-exchange market it is essential to distinguish, 
for example, between imports which give rise to additional demand for foreign 
exchange, and imports which are induced by additional supply of foreign ex- 
change. The accounting balance of payments, regardless of the way the accounts 
are selected, cannot say anything about such problems. All imports are con- 
sidered as representing a demand for foreign exchange. 

* Where the exchange rates were kept stable over the years, it is, of course, 
not possible to Jearn from actual import figures anything about the exchange- 
rate elasticities of demand for imports. Where exchange rates changed during a 
year, the accounting balance of payments for the whole year cannot possibly show 
the effects of the rate changes. But even if we ever had a clean comparison 
between two periods (without overlapping anticipations or commitments), with 
two different exchange rates, we still could not derive the relevant elasticities, 
because autonomous capital movements and domestic income levels in the two 
periods may have been very different. For example, while one naturally supposes 
that a higher price of the dollar would reduce imports into a country, a foreign 
loan granted to it at the time of the depreciation might enable it to import more 
rather than less. 
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capital.) We still could not see from the accounting balance 
whether the equality of annual exports and imports was achieved : 
(a) by a stable market balance with supply and demand unchanged 
during the year, (b) by a flexible adjustment of exchange rates to 
changing supply and demand conditions, (c) by a flexible adjust- 
ment of domestic-income levels by means of fiscal and monetary 
policies compensating any autonomous influences upon supply and 
demand for foreign exchange maintained at a stable rate (or by an 
orthodox gold-standard policy, which, conceivably, might do the 
same thing), (d) by a flexible adjustment of tariffs, subsidies and 
prohibitions compensating any other influences upon supply and 
demand for foreign exchange maintained at a stable rate, or 
(e) by suspending the free market, requisitioning all foreign 
exchange from exporters and rationing it among favoured 
importers. These are surely very different situations in the 
foreign-exchange market. Only the first of the five cases of 
perfect accounting balances may be described as one of a perfect 
market balance. 

10. The thought of using an accounting balance of payments as 
indication or explanation of difficulties with the market balance of 
payments is too tempting to be given up lightly. The staff of the 
Intern:.tional Monetary Fund worked hard to solve this problem. 
In 1948, they reported progress | and, in 1949, success.2, They 
admitted that the new concept that they had developed was “ still 
in the experimental stage,”’ and “ will undoubtedly be modified ” 
in the process of application. But they considered it “to have 
reached a sufficiently well-defined stage to assist in analysing 
problems of international exchange.” 3 

The new concept, called Compensatory Official Financing, is pro- 


1 “* Tt is of great importance for the Fund to know the financial pressures on 
the monetary authorities resulting from international transactions and how they 
are met. In the preparation of the Manual serious consideration was given to the 
possibility of setting up a final item . . . that would have been entitled ‘ Official 
operations to finance a deficit or surplus in the balance of payments.’ The 
deficit or surplus would, by definition, have represented the balance of all trans- 
actions other than these official operations, and the official operations themselves 
would have represented the response of the monetary authorities to the pressures 
arising from the balance of payments. It was decided, however, not to set up an 
item of this character, because of the difficulty of determining without analysis 
in each particular case how certain transactions should be classified.’’ Inter- 
national Monetary Fund, Balance of Payments Manual, Washington, 1948, p. 8. 
(Italics are mine.) 

2 ** The staff has developed a concept of compensatory official financing . . .,” 
a ‘concept that would facilitate consideration of the problems of the Fund.” 
International Monetary Fund, Balance of Payments Yearbook 1938, 1946, 1947, 
Washington, 1949, pp. 4-5. 

3 Yearbook, p. 5. 
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visionally defined as ‘‘ the financing undertaken by the monetary 
authorities to provide exchange to cover a surplus or deficit in the 
rest of the balance of payments.” 1 It can be said of every single 
item, or group of items, that it covers a surplus or deficit in the 
rest of the balance of payments; this is in the nature of any 
accounting statement. Hence, what this definition apparently 
tries to single out is those operations which have the sole or 
primary purpose of providing foreign exchange in response to a 
situation that has arisen in the foreign-exchange market. The 
main criteria, therefore, are the purpose or motive of the operations 
and the stimuli to which they are supposed to respond. In the 
analysis of any particular financing operation, the analyst’s 
decision on its purpose should depend on whether the operation 
would have been undertaken also ‘for its own sake,” that is, 
even if there had been no excess demand for foreign exchange.” 
And the decision on the stimulus should depend on whether with- 
out the financing operation the “‘ balance-of-payments pressures ” 
would have resulted in some serious events in the foreign-exchange 
market, such as depreciation, additional restriction measures, 
default on governmental obligations or the like. 

In applying the new concept to their statements on the 
** Financing of International Transactions,” the staff of the Fund 
met with perplexing paradoxes. That they included foreign- 
exchange transactions of private commercial banks of all countries 
except the United States under the heading of compensatory 
official financing was probably good judgment, inasmuch as most 
of these banks are merely the lengthened arms of the respective 
monetary authorities. But the judgment concerning many inter- 
governmental loans and grants was so poor, I am afraid, as to 
deprive the new concept of most of its meaning. 

U.N.R.R.A. aid, for example, was entered as compensatory 
financing for the recipient countries, because “ it was directed to 
needy countries that could not make international payment for it 
out of their own resources.”’* That the recipient countries could 
not have paid for the U.N.R.R.A. supplies is certainly correct, 
but irrelevant for the question, because the supplies would not 
have been bought and, hence, would not have had to be paid for. 


1 Yearbook, p. 5. 

2 “* There is a wide range of financing . . . in which it is a matter of inter- 
pretation whether or not the operations have been compensatory; the decision in 
these instances rests upon whether the financing was in response to general 
balance-of-payments pressures or whether it was for a particular project or other 
special purpose that would have been financed anyway for its own sake.”” Year- 
book, p. 10. 

3 Yearbook, p. 11. 
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The goods were supplied without charge, not because the countries 
had an excess demand for foreign exchange, but because they had 
an unsatisfied need for food and other necessary materials; not 
because there was an excess supply of local currency in the dollar 
market, but because people were hungry and the production lines 
were disrupted. If in any of the recipient countries the price of 
the dollar had been so high, or the holdings of domestic money 
» had been so low, that people could not afford to demand dollars, 
that is, if there had not been any “ pressures’ on the market 
balance of payments, this surely would not have disqualified 
such a country from receiving U.N.R.R.A. aid. The grants, 
therefore, cannot be called compensatory of any pressures in the 
exchange markets. 

The same inconsistent application of the new concept was 
made in the case of E.R.P. loans and grants. Although it was 
recognised by the staff analysts that “ project loans” are not 
“* compensatory official financing ”’ but “ special official financing,” ! 
E.R.P. aid, loans as well as grants, were put down as “‘ compensa- 
tory.” The failure to observe the criteria adopted for the new 
concept can be appreciated by asking what were the principles of 
allocating the E.R.P. funds among the recipient countries. The 
comparative pressures in the foreign-exchange markets? the 
comparative excess demands for dollars? the comparative need of 
exchange-rate adjustments? the comparative rigour of exchange 
controls? None of all these. Not the pressures in the foreign- 
exchange markets, but the potentials for improvement in the 
productive use of domestic resources were fundamental guides in 
the allocation of loans and grants under the E.R.P. programme.? 

11. We can now diagnose a part of the confusion in the applica- 
tion of the new concept. The balance-of-payments pressures 
which Compensatory Official Financing is supposed to relieve are, 
in one place, taken to refer to the market balance and, in another 
place, to the programme balance of payments. E.R.P. loans or 
grants are surely compensatory of deficits in the programme 
balances of the recipient countries, even if they are not com- 
pensatory of deficits in their market balances of payments. 

1 ** The development of the project, rather than the development of balance- 
of-payments deficits, governs disbursements under the [project] loan. A project 
loan may in fact be extended to a country that is enjoying a balance of payments 
surplus.” Yearbook, p. 12. 

2 A critic of this statement has said that the E.R.P. dollars will always relieve 
the pressures in the foreign exchange market and cover part of an existing dollar 
deficit in the market balance. Even this need not be true. The E.R.P. funds 
may be used for purposes for which there was no effective demand before the 


E.R.P. aid was granted. 
No. 237—vo.. Lx. F 
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But there can be no doubt that problems of the market balance 
were originally what the designers of the new concept had in mind ; 
they specifically mentioned the “use of the Fund’s resources, 
exchange-rate adjustments and exchange controls ’’ as the prob- 
lems the consideration of which was to be facilitated by the new 
concept. 

Some of the inconsistencies in the application of the stream- 
lined accounting balance of payments obviously bothered the 
staff writers of the Fund. This is apparent from the discussion of 
the differences between balance-of-payments deficits in free 
exchange markets and in controlled exchange markets. The 
argument runs as follows: Where the “exchange markets are 
free and the authorities undertake to maintain a stable rate of 
exchange,” this undertaking “ forces’? the authorities to finance 
any deficit that should arise. But where the exchange markets 
are controlled, so that the authorities supply only as much 
exchange as they wish or are able to afford, they ‘“ engage in 
compensatory financing of a deficit upon which they have 
deliberately decided.” Hence, this “ planned deficit is different 
from the unplanned deficit of the free exchange market.” But— 
although the staff writers had stated before that a deficit in the 
balance of payments can exist only if and in so far as it is financed— 
they nevertheless conclude that “in either case,” that is, with 
unplanned or planned deficits, ‘the amount of compensatory 
financing is the measure of the extent to which the existing 
balance of payments has forced the authorities to take financial 
action.” 2 

At the bottom of these manifest contradictions lies a neat piece 
of circular reasoning. Originally the idea of the staff was to call 
compensatory that amount of financing that was designed to 
provide exchange to cover a balance-of-payments deficit. Now 
they have ended up with measuring the balance-of-payments 
deficit by the amount of financing that they choose to call com- 
pensatory. This noble accounting balance is not even a distant 
relation of the market balance of payments. As a matter of fact, 
the deficit in the market sense, the excess demand for dollars, was 
defined away when the staff of the Fund assumed that ‘“‘ a country 
exercising an effective exchange control,” by cutting down “ its 
outpayments to whatever it finds to be the level of its inter- 
national receipts,” can “eliminate the deficit.”* A “dollar 
deficit,” in the sense of this peculiar way of reasoning, is then the 


1 Yearbook, p. 5. 2 Yearbook, p. 23. (All italics are mine.) 


5 
3 Yearbook, p. 23. (Italics are mine.) 
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amount of dollars made available by monetary authorities—even 
if the excess demand is much greater—and the amount of dollars 
made available by foreign governments for general purposes— 
even if the effective excess demand for dollars in the exchange 
market is larger, smaller, nil or negative.1_ This arbitrary account- 
ing balance measures nothing but itself. 


IV. Conclusions 


Deficits in the market balance, programme balance and 
accounting balance of payments mean very different things. A 
persistent deficit in the market balance of payments—an excessive 
amount of domestic money wanting to be exchanged into foreign 
money—indicates that the nation’s monetary, fiscal and wage 
policies (and the resulting money incomes and product prices) 
are incompatible with the foreign-exchange rates. A persistent 
deficit in the programme balance of payments—repeated plans to 
liquidate foreign assets, to attract foreign investors, to contract 
foreign debts and to negotiate foreign grants—indicates that 
programme makers believe foreign funds could be obtained and 
would materially contribute to the recipient nation’s development, 
improvement of plant, productivity of resources and plane of 
living. A persistent deficit in the accounting balance of payments, 
with one of the customary selections of accounts, indicates that the 
nation in the past has been able to live partly on its foreign assets 
and/or to secure foreign loans or grants. 

There is no necessary relationship between these deficits. A 
country with a deficit in its programme balance of payments may 
have a surplus in its market balance of payments. This could be 
the case if the country avoided monetary expansion and over- 
valuation of its currency, but convinced foreign capitalists or 
governments that investments, loans or grants would be of mutual 
benefit. A country with a deficit in the market balance of pay- 
ments could have a surplus in its programme balance if its currency 


1 The actual state of the foreign-exchange market can be judged by mental 
experiment: by postulating the removal of all allocation and rationing controls 
and asking what amounts of dollars would have to be sold or bought by the 
monetary authorities in order to stabilise the exchange rate, and what would 
happen to the exchange rate in a free market if no dollars were added to or 
sold out of official reserves. In some European countries the price of the dollar 
would surely have declined in a free exchange market if the dollars available from 
ERP aid had been offered for sale. This certainly does not mean that these 
countries do not need the aid. On the basis of the potential benefits to their 
economies, their need for this dollar aid—.e., the deficit in their programme 
balance of payments—may be more urgent than in the case of countries with large 
excess demand for dollars. 
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were overvalued (perhaps after most of the other countries 
depreciated their currencies) while the high level of its potential 
rate of income and saving made it advantageous to invest abroad. 
A country with a deficit in its accounting balance of payments may 
have even had at the same time a surplus in its market balance if 
the receipt of the foreign funds had not been preceded by domestic 
expansion of income and, thus, foreign exchange, with no addi- 
tional demand for it, had to be sold at depressed prices. 

Under these circumstances, much of the current talk about the 
dollar shortage makes little sense. A country may have a large 
effective demand for dollars—if the supply of domestic money is 
relatively large and the price of the dollar relatively low. This 
does not indicate the urgency of the need for any dollar aid sought 
to increase the productivity of the nation’s resources and to 
improve its plane of living. And neither the urgent need nor the 
effective demand for dollars is indicated by accounting records 
reflecting past financing operations. 

In the evaluation of the benefits of a loan to a nation “‘ suffer- 
ing from a dollar shortage,” its programme balance of payments 
will be of major significance. For it will indicate what the nation 
intends to achieve with the aid requested, the consumption levels 
and the plant improvements that it visualises. The current 
market balance of payments of such a nation is not so significant 
in this respect. For if the market deficits are persistent, loans 
will only postpone the necessary adjustments of relative prices and 
exchange rates. It is for the evaluation of the usefulness of such 
adjustments that the deficit in the market balance of payments is 
most relevant. The connection between the two kinds of dollar 
shortages is chiefly political. It may be that the improvements in 
the nation’s economy which are to result from the financing of the 
programme deficit may give its government the political security 
it needs for carrying out the price and rate adjustments necessarily 
involved in the elimination of the deficit in the market balance of 
payments. 

In discussions of the equivocal “ dollar shortage ’”’ we should 
insist on full identification of the concept employed. We may 
then discover that many of the existing differences of opinion— 
in the diagnosis of as well as in the therapy for concrete cases— 
can be easily resolved, and the rest can be reduced to questions of 
unknown facts or of irreconcilable political philosophy. 

F. Macuiup 


The Johns Hopkins University, 
Baltimore, Md., U.S.A. 

















RISK AND THE COBWEB THEOREM 


THE regularly recurring cycles in the production and prices of 
commodities whose productive process occupies a definite period of 
time have been studied statistically and theoretically for many 
years. Their historical existence has been proved by numerous 
price studies. Their theoretical interpretation had received only 
scanty attention in the English language, however, until Mordecai 
Ezekiel in an article entitled ‘‘ The Cobweb Theorem ” ! composed 
a concise restatement of the work of several economists who had 
published their work in German.* He drew attention to the 
importance of their conclusions to the whole fabric of equilibrium 
economics :— 


* Classical economic theory rests upon the assumption that 
price and production, if disturbed from their equilibrium, tend 
to gravitate backward to that normal. The cobweb theory 
demonstrates that even under static (italics mine) conditions, 
this result will not necessarily follow. On the contrary, 
prices and production of some commodities might tend to 
fluctuate indefinitely, or even to diverge further and further 
from equilibrium.” * 


It is the purpose of this article to refute these conclusions. It 
will be maintained that they are reached only because an essenti- 
ally dynamic problem has been analysed with static instruments. 
The cobweb theorists have failed to take account of the inherent 
equilibrating force which tends to counteract either “ continuous ” 
or “‘ divergent ” fluctuations. This equilibrating force is derived 
from risk and its counterpart speculation. 


1 Mordecai Ezekiel, ‘‘ The Cobweb Theorem,”’ Quarterly Journal of Economics, 
February 1938, pp. 255-80; reprinted in Readings in Business Cycle Theory, 
Blakiston 1944, pp. 422-42. 

2 Henry Schultz, Der Sinn der Statistischen Nachfragen, Heft 10, Veréffent- 
lichungen der Frankfurter Gesellschaft fir Konjunkturforshung, Kurt Schroeder 
Verlag, Bonn 1930. 

J. Tinbergen, ‘“‘ Bestimmung und Deutung von Angebotskurven, Ein Beispiel,’’ 
Zeitschrift fiir Nationalékonomie, Wien, Band 1, Heft 5, 1930, p. 671. 

Umberto Ricci, ‘‘ Die ‘ Synthetische Okonomie ’ von Henry Ludwell Moore,” 
Zeitschrift fiir Nationalékonomie, Wien, Band 1, Heft 5, 1930, p. 656. 

Wassily Leontief, ‘‘ Verzégerte Angebotsanpassung und Partielles Gleich- 
gewicht,” Zeitschrift fiir Nationalokonomie, 1934. 

3 Ezekiel, op. cit., p. 441. 
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The Influence of Risk on the Supply Schedule 


A static analysis of the reaction of producers to price in a 
ceteris paribus situation in which pure competition prevails is 
normally demonstrated graphically by a single supply schedule. 
This supply schedule is usually drawn under the assumption that 
different points on it represent the amounts that will be produced 
and supplied if the producer expects the price to be at the level 
indicated when it is time to market his product. 

Whenever production occupies a period of time, a producer 
must always take some risk of the price falling below his expecta- 
tions. This risk must be considered as a cost just as any other cost 
of production. The only difference is that it is a cost which varies 
in large part with the amplitude of previous fluctuations in the 
price of the commodity. Other factors external to the industry 
may contribute to uncertainty and risk, but we may assume these 
to be constant in our particular analysis. 

If the estimate of the cost of risk is set by the immediately 
preceding time series of price fluctuations, then it is evident that 
there is not one but a series of supply schedules each reflecting the 
risk cost of a different time series of fluctuations. Only one of 
these is appropriate for a particular period, but it is important to 
realise when analysing a problem of producers’ response to price 
changes in successive periods, that different supply schedules will 
be appropriate for each period. Each successive period will be 
preceded by a time series of price/quantity fluctuations different 
from the immediately preceding period. Since the immediately 
preceding periods in any time series of this type are the most 
important, the movement of a supply schedule in response to a 
new interpretation of risks is a matter of some consequence, 
particularly when the pattern of fluctuations is changing. 

It is useful to think of there being one basic supply schedule, 
a riskless supply schedule from which degrees of risk can be 
measured. We may quite realistically draw such a schedule under 
the assumption that the price of the commodity is guaranteed by a 
Government commodity agency. If a price is guaranteed, the 
cost of the marketing risk is zero and the supply schedule, at least 
in its upper reaches, would lie to the right of any supply schedule 
to which the cost of risk had been added. To the left of this 
schedule lie a series of schedules drawn under different assumptions 
of the risk involved in producing various quantities of the 
commodity in question. 

It must also be recognised that there is a different series of 
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supply schedules rising from the same riskless schedule depending 
on the level of the long-term equilibrium price around which the 
fluctuations had been taking place. It is reasonable to assume. for 
example, that, other things being equal, more wheat would be 
produced at $2.00 per bushel if the weighted average price for the 
preceding ten years had been $3.00 and the price had fluctuated 
regularly between $2.00 and $4.00, than would be produced if the 
weighted average price were $1.50 with regular fluctuations 
between $1.00 and $2.00—even though the price in both cases was 
expected to remain at $2.00. 





PRICE 











COMMODITY xX 
Fig. 1 


The supply schedules may be plotted as shown in Fig. 1. Sg 
is the riskless supply schedule which shows the amounts of com- 
modity x that would be supplied per period if the price were 
guaranteed. Sr indicates a position of the supply schedule if 
the weighted average price over a representative period had been 
p and the average fluctuations had been, let us say, p + 20% to 
p — 20%. Sr, and the rest of the Sr series (not plotted) show the 
appropriate supply schedules on the assumptions of the same 
weighted average price but of different amplitudes of price fluctua- 
tions. Ifthe weighted average price over a representative period 
had been p, instead of p, a different series of supply schedules, 
Sr', would be appropriate. Sr, for example, might represent the 
appropriate supply schedule if the average amplitude of fluctua- 
tions had been p, + 20% to p, — 20%. 

The Sr schedules are always less elastic than the guaranteed 
schedule, their elasticity decreasing as risk increases. Other 
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things being equal, they are likely to become extremely inelastic 
at very high prices which are well beyond the average fluctuations. 
At these prices the producer, even though he may not have reason 
to expect a lower price, nevertheless recognises that the risk of a 
lower price is increased. Extra capital expenditures which could 
be justified if the higher price were guaranteed or regarded as 
reasonably stable might be curtailed. 

At relatively low prices the Sr schedule would tend to become 
colinear with the Sg schedule unless a certain amount of speculative 
production were undertaken at low prices. If this were so the Sr 
schedule might cut the Sg schedule and become inelastic at very 
low prices which are beyond the range of average fluctuations. 


The Influence of Speculation on the Demand Schedule 


The influence of risk on the demand schedule must be treated in 
a somewhat different manner. It is the regulating force which, 
in a period of fluctuating prices, decides the extent to which 
investors are willing to accumulate or sell stocks of the com- 
modity in question in order to make a speculative profit or prevent 
a loss. This speculation, of course, depends on the storability of 
the commodity. If there is no possibility of a price change, i.e., 
if a commodity agency guarantees a definite price, then there is no 
possibility of making a speculative profit. A non-speculative 
demand schedule such as Dg in Fig. 2 shows the amounts that 
would be demanded per period at different prices for current 
consumption or non-speculative storage by purchasers who are 
assured that they will be able to acquire as much of commodity x 
as they may wish in the future at the price that prevails in the 
current period. 

If the price is not guaranteed and if the commodity is storable, 
the appropriate demand schedule will not be Dg, but some other 
schedule which, in general, lies to the right of Dg below the normal 
price, to the left of Dg above the normal price and is more elastic 
throughout its length. This excess demand at low prices repre- 
sents the demand for speculative storage, while the restricted 
demand at high prices represents the unloading of speculative 
stocks. 

These speculative-demand schedules depend on the expecta- 
tions of future prices which tend to be strongly influenced by 
previous prices and trends. As in the case of the Sr schedules, 
there will be a family of speculative demand schedules for each 
long-term price as shown by the weighted average price for a 
representative preceding period. Within each family there will be 
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an infinite series of demand schedules each representing a different 
historical time series of price/quantity fluctuations, and each 
tempered by a unique forecast of future trends. 

Only one of these schedules is appropriate for a particular 
period, but in analysing a problem of speculators’ response to 
price changes in successive periods it is important to realise that 
different demand schedules will be appropriate for each period. 
This is so even though we may assume that factors affecting 
expectations which are external to the industry are constant, 
because speculators are influenced to a great extent by the time 
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series of price fluctuations and as each succeeding period will be 
preceded by a time series different from the immediately preceding 
period (by the addition of the previous periods fluctuations), the 
speculative schedules will shift. As in the case of the supply 
schedule, and in particular when the pattern of fluctuations is 
changing, the immediately preceding periods of any time series of 
this type are the most important. 

In Fig. 2 Dg represents the non-speculative-demand schedule 
which corresponds to the riskless supply schedule in Fig. 1. Ds 
represents the speculative-demand schedule for one time series of 
price/quantity fluctuations around the normal price p, and is thus 
representative of a series. If the normal price is p, there will be 
another series D,1, each of whose member schedules will reflect a 
different historical price/quantity time series tempered by future 
expectations. 
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Statics and Time 


Static equilibrium theory in its most simplified form states 
that if the supply and demand schedules for a certain commodity 
are given and assumed not to shift, then the normal or “ long- 
term ” price which will equate supply and demand will be deter- 
mined by the intersection of these schedules. If there were any 
accidental movement away from the point of equilibrium, market 
forces would instantly restore it. 

The question at once arises : what are the assumptions (besides 
the usual ceteris paribus assumptions) under which these static 
schedules are drawn? The answer in the case of pure statics is 
that the schedules are non-speculative and riskless, for if we assume 
instantaneous adjustments, risk presumably disappears as does 
the possibility for speculation. Thus, as long as instantaneous 
adjustments can be made, i.e., as long as production does not 
occupy a definite interval of time, the intersection of the schedules 
we have tagged Dg and Sg will represent the position of normal 
equilibrium. 

When the production period does occupy a definite period of 
time, the normal equilibrium is still determined by the intersection 
of the riskless and non-speculative schedules and may be con- 
sidered independent of the path by which it is reached. However, 
the path is not independent of its preceding parts. The path 
toward equilibrium or about a point of equilibrium cannot be 
shown by “ carrying successive production, price, and production 
readjustments back and forth ’” 1} between either the riskless and 
non-speculative schedules or between a single pair of schedules 
which reflect a unique risk and speculative situation. Yet this 
is what cobweb theorists do. 


Restatement of the Cobweb Theorem 


The simple cobweb theorem is usually described under the 
following assumptions :— 

1. The demand and supply schedules are assumed not to move. 
(We may add the further interim assumption that the schedules 
concerned are riskless and non-speculative schedules though it is 
inconsistent to speak of movement along such schedules; i.e., 
only one point on each schedule is valid for a given succession of 
time periods.) 

2. The time needed for production to respond to a price change 
is at least one period. 


1 Ezekiel, op. cit., p. 423. 
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3. Price in any period is set by the supply currently available. 

4. Production is completely determined by producers’ response 
to price under conditions of pure competition. 

5. Finally, we must assume that by some misadventure either 
a larger or a smaller quantity than the normal equilibrium 
quantity is available in the initial period. 

In Figs. 3, 4 and 5 pairs of intersecting demand and supply 
schedules are plotted. In Fig. 3 the demand and supply schedule 
are of equal elasticity. In Fig. 4 the demand schedule is more 
elastic than the supply schedule, and in Fig. 5 the supply schedule 
is more elastic than the demand schedule. In all cases Q, is the 
quantity available for sale in the first period. 
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In the first period the quantity Q, will give rise to the price P,. 
The price P, will call forth a relatively smaller supply, Q,, which 
will be available for market in the second period. This small 
supply will give rise to a higher price, P,, which will stimulate a 
relatively large quantity, Q;, which will be available for market 
in the third period, and so the process continues in a cobweb 
pattern, the design of which is prescribed by the relative elasticities 
of the demand and supply schedules. 

If the demand and supply schedules are of equal elasticity as 
in Fig. 3, the supply that is called forth in the third period, Qs, 
will be equal to the supply in the initial period, Q,. When this 
occurs the price in the third period will also equal the price in the 
first, and the production and price will continue to fluctuate in 
future periods between Q, and Q, and P, and P, respectively in a 
continuous pattern without an equilibrium being approached or 
reached. 
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When the demand schedule is more elastic than the supply 
schedule as in Fig. 4, the fluctuations of price and quantity are 
reduced from period to period and the normal equilibrium price 
and quantity are approached and finally reached. The path of 


PRICE 











° Q2 Q3 Qi: COMMODITY 
Fig. 4 


these fluctuations is shown by the convergent cobweb plotted in the 
figure. 

When the supply schedule is more elastic than the demand 
schedule as in Fig. 5, the results are reversed. The fluctuations 
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of price and quantity increase from period to period as shown by 
the divergent cobweb. Ezekiel concludes that “under these 
conditions the situation might continue to grow more and more 
unstable, until price fell to absolute zero, or production was com- 
pletely abandoned or a limit was reached to available resources 
(where the elasticity of supply would change) so that production 
could no longer expand.” 1 


1 Ezekiel, op. cit., p. 432. 
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The Influence of Risk and Speculation on the Cobweb Theorem 


The fallacy of these conclusions lies in the introduction of 
periods of time to a static analysis while failing to introduce all the 
consequences of time. While it is perfectly in order to assume that 
objective costs of production and consumers’ effective demand (and 
thus normal equilibrium) remain constant for a series of time 
periods, it is inconsistent to describe a time series of price fluctua- 
tions and at the same time ignore the influence of these fluctua- 
tions on risk and speculation, and their consequent influence on the 
elasticities of the short run demand and supply schedules. 

Fig. 6 gives a very simplified graphical version of the influence 
of risk and speculation on the cobweb pattern. Dg and Sg are 
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respectively identical to D and S in Fig. 5. Also the initial 
quantity Q, is the same for both figures. If it were not for the 
risk and speculation engendered by the fluctuations, the divergent 
cobweb pattern would be identical with that of Fig. 5. However, 
the series of increasing price and quantity fluctuations has the 
inevitable effect of increasing the marketing risks to the producer 
and decreasing the elasticity of the supply schedule. Similarly, the 
increasing fluctuations make possible a speculation in stocks of the 
commodity, more new production being demanded at lower prices 
and less at higher prices. The effect of this speculative activity is 
to increase the elasticity of the demand schedule. Thus, the effect 
of risk and speculation is to tend to change continuous and 
divergent cobwebs into convergent cobwebs, and to make con- 
vergent cobwebs converge more quickly. 

In Fig. 6 it has been found advisable for reasons of draftsman- 
ship to draw only one supply schedule including risk and one 
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speculative-demand schedule. These represent one particular 
series of fluctuations tempered by expectations and are appropriate 
to only one period (the fifth), but they enable us to see the effects 
of changed elasticities on a divergent cobweb system. Let us 
assume that the risk and speculative effects do not occur until the 
fifth period. Thus, the dotted cobweb pattern shown in Fig. 6 
will diverge until the demand and supply schedules respond to the 
increased fluctuations and move to the new positions Sr and Ds. 
Since Ds is now more elastic than Sr, the fluctuations will tend to 
decrease and the cobweb will converge towards the normal 
equilibrium point as shown by the cobweb pattern in long dashes. 

It is uncertain whether the normal equilibrium point would 
ultimately be reached. As the fluctuations decrease there would 
be a tendency for risk and speculation to decline, thus increasing 
the elasticity of the supply schedule and decreasing that of the 
demand schedule. Ifthe net result was to make the supply schedule 
more elastic than the demand schedule, the cobweb would begin 
to diverge again. If, on the other hand, the net result left the 
demand schedule more elastic than the supply schedule, the price 
and quantity would approach and finally reach the point of 
normal equilibrium. 

It is difficult to make any judgment as to what would be the 
net result or to define in useful terms the conditions under which 
the normal equilibrium would be reached and preserved. If no 
extraneous forces intervened, and risks and speculation were 
affected entirely by the time series of fluctuations, it is reasonable 
to suppose that the normal equilibrium point would be reached 
and preserved. Ina dynamic analysis, however, it is not essential 
that all industries are exactly at their normal point, since schedules 
in the real world are constantly shifting in response to many 
factors apart from the restricted marketing risks with which we 
have been dealing. What is important is that there should be a 
force which will keep the fluctuations from diverging from a point 
of equilibrium or even from maintaining a constant fluctuation 
around the equilibrium point. We have shown that there is such 
a force and that, in general, the theory of economic equilibriums is 
vindicated. 

The pattern of a time series derived from a cobweb based on 
schedules which almost certainly shift from period to period around 
a point of constant normal equilibrium can only be drawn de- 
scriptively unless some definite causal connection in quantitative 
terms can be shown between the previous time series and the 
extent of schedule movement. Since risk and speculation are 
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subjective interpretations of objective data, it is not possible to 
make any unique causal connection of this type. We might 
expect, however, that the cobweb would alternatively diverge and 
converge at an average distance from normal equilibrium which is 
directly proportional to the responsiveness of the producer and 
speculator to the increase or decrease of risk. 

It may appear inconsistent that we should assume, as Ezekiel 
does, that while producers decide their production on the expecta- 
tion that current price will not change, speculators manipulate 
their stocks on the expectation that price will change. There are 
two reasons why this is possible : first, producers of commodities 
which are sold in a perfectly competitive market are usually less 
acquainted with market forecasts than speculators, and con- 
sequently are more likely to produce on the basis of the current 
price (with an allowance for risk) for want of a better guide. 
Secondly, it is possible for the producer and speculator both to 
estimate at the time of planting, that the current price will con- 
tinue. During the time-occupying period of production, however, 
price expectations may alter due to the weather, the acreage 
planted and other factors. If planting has already been done, 
there is little the producer can do to change supply without 
worsening his position, but the speculator has a free hand in 
acquiring or selling stocks at the current price. 

If the producer is assumed to expect a different price to prevail 
when he markets his product to that which prevails when he 
commences production and if he acts in accordance with his 
expectations, the effect will be to reinforce the movement toward 
normal equilibrium if his expectations are correct (unless the change 
in production is so drastic as to increase the disequilibrium in the 
opposite direction to the current disequilibrium). If the producer’s 
expectations are incorrect, a greater disequilibrium in the same 
direction invariably results. 

Other factors than risk tend to make the short-term supply 
schedule less elastic than the long-term schedule. It is often 
technically impossible to increase production quickly. New 
capital takes time to install, new workers require training, and 
until they are trained the short-term costs of increased production 
are higher than the long-term costs. Also the transfer cost of 
new factors often adds an extra charge to new production. All 
these factors would tend to reinforce the tendency of the cobweb 


1 Although Ezekiel shows in detail how speculative storage may affect the 
supply or demand schedules he does not take any account of the effect of the 
fluctuations he is describing on the propensity to speculate. Op. cit., p. 427. 
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to converge as soon as a divergent tendency surpassed the limits 
of customary fluctuations. 

We may conclude that the cobweb theorem must now lose some 
of its sensational claims. For commodities whose production 
occupies a definite time period we may still illustrate dynamic 
changes of price and quantity about a point of normal equilibrium 
in cobweb fashion, but we must make allowances for the move- 
ment of the demand and supply schedules in response to changes 
in marketing risk. We have shown that divergent and con- 
tinuous cobwebs describe situations which are possible only if we 
ignore the influence of dynamic fluctuations on risk and specula- 
tion and, through them, on the elasticities of the demand and 
supply schedules. The fact that the classical cobweb theorists 
have concluded that divergent and continuous cobweb fluctuations 
are possible can be explained by their attempt to use a static 
analytical technique to explain an essentially dynamic phenome- 
non without taking sufficient care to adapt the tools of analysis to 
the problem in hand. 

Finally, it is of great importance to record the effect of 
guaranteeing a minimum price for a commodity. By reducing 
risk the cost of production is decreased and the supply schedule 
is inevitably shifted to the right. This is a fact which must be 
taken into consideration when analysing the effects of various 
types of commodity control in which guaranteed prices play a part. 

F. G. Hooton 


Christ Church, 
Oxford. 











SOVIET PLANNING AND THE PRICE MECHANISM} 


I 


In his recent book Planning and the Price Mechanism Professor 
Meade has contrasted a system of planning without prices with 
one incorporating ‘“‘ the controlled use of the money and price 
mechanism.” The economy of the Soviet Union undoubtedly 
fits his definition of the former,” but the part played by the price 
mechanism in this totally planned system has been, since the be- 
ginning of 1949, significantly revised. An examination of the 
pricing structure of the Soviet system would repay study not only 
as an academic exercise but also as a comparative analysis with 
other price mechanisms. Soviet emphasis upon Khozrashchyot or 
cost accounting is well known,’ but there has been a tendency in 
dealing with the broader aspects of the price mechanism to ascribe to 
it a lower importance than Soviet statements and practice justify. 

The price mechanism properly so-called may be said to have 
two functions. First, it must represent an internally consistent 
criterion of relative costs. In competitive capitalism, this is 
automatic, but in a planned economy the structure may be, and 
in the U.S.S.R. was, maladjusted and, being rigid, remained so. 
The second function has two interacting features inseparable 
from each other: prices guide consumption and allow the prefer- 
ence of consumption to guide the allocation of resources. Under 
capitalism the prices themselves are the mechanism for promoting 
the flow of resources as effective consumer demand desires and 
consumers adjust their purchases according to the price of the 
desired commodity. Here a planned economy clearly differs. 
It may be argued that, since the determination of priorities is 
affected by criteria outside and unaffected by the price mechanism 
(viz., by the planning authorities), this second function is absent. 
This is, however, strictly true only of an economic autocracy in 
which planning is rightly quantitative. An economic autocracy 

1 The collaboration, in the preparation of this paper, of one of my colleagues 
and the comments of Mr. John Nicholson (formerly with the writer at King’s 
College, Cambridge) are recorded with appreciation. 

2 ‘* The formulation of a State Plan giving quantitative targets for the output 
of each industry of any importance and for the use by these various industries of 
all the factors of production of any importance . . . implemented by a series of 
State controls.” P. 5. 


3 Cf., for example, M. Dobb, Soviet Economic Development since 1917, ry 14, 
No. 237—vob. Lx. 
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neither presumes the existence of, nor is the product of, any 
particular political system, but it is certain that Soviet authorities 
in the ’twenties conceived a planned economy as such. Since 
the inception of the first five-year plan, this attitude has altered 
fundamentally, and the reform of January 1949 gives effect to 
the change by adjusting the price structure. 

Present Soviet methods of planning and the extent to which 
use is made of prices may be briefly described. Planning is 
certainly quantitative and the plan drawn up on the basis of 
reports of available and potential resources prepared at the unit 
level of the economy. The broad strategy of development (e.g., 
divisions between consumption and investment, between emphasis 
on heavy and on light industry) are conceived in the general per- 
spective within which the plan is to be detailed. Upon the basis 
of the general strategy for the five years, separate plans, enter- 
prise by enterprise and year by year, are constructed. Each 
enterprise will be informed of the magnitude of its target. The 
enterprise will then prepare its plan and estimate the cost in 
roubles of that output according to the pattern of the intake 
of resources it proposes. If it takes raw materials from, for 
example, a distant source or from a high-cost producer or of a 
special grade, its estimated costs may be higher than the planning 
staff were prepared to authorise, and it may be told to alter its 
intake or output. If the product of the enterprise is sufficiently 
important, its price may be raised to enable the enterprise to 
pay a higher price for materials, etc. If the raw material, for 
example, is a special grade best used by the sort of enterprise in 
question, then the price of that grade may be deliberately high 
so that only worthwhile producers will be able to purchase it.! 
Thus the preference of the industrial consumer is made effective 
through a price mechanism designed to reflect those preferences. 
Consumption by enterprises is, by the same token, guided by 
price structure. In a capitalist economy the preferences of 
industrial consumers would be the derived demands of the 
aggregate of individual consumers. The theory of Soviet plan- 
ning, on the other hand, is that consumers, in their capacity as 
the electors of the deputies who vote the law of the five-year 
plan, abrogate their rights to alter priorities by such influence. 
Nevertheless, when a demand for a particular good is manifest, 
that good may, in Soviet practice, either have its price raised in 
relation to other goods (a procedure often effected during a general 
price reduction by lowering its price less than those of other 

1 Cf. quotation from Ugol specified in footnote 3 on p. 90. 

















1950] SOVIET PLANNING AND THE PRICE MECHANISM 83 


goods) or more is produced and sold at the same price, both 
normal alternative results under a free-price mechanism. In 
either way the aggregate of purchasing power directed towards 
the demanded commodity enables the producing enterprise to 
give effect to the preference in the ensuing planning period, the 
minimum planning period being usually a quarter year. Obvi- 
ously the planning authorities must occur in this re-alignment of 
priorities because they could block any quantitative changes in 
output, but given the free disposal of consumer income and the 
need to maintain labour incentives, concurrence would not be 
withheld except for serious reasons, e.g., where it would absorb 
a material in short supply required by a high-priority industry. 
The pressure of consumer purchasing power cannot change the 
broad balance of consumption (e.g., with capital formation) 
because the aggregate of consumer demand is a priori determined 
(cf. Section II below). 

Until 1949 the price structure, that is the mutual relationship 
of separate prices, was not deliberately constructed to play a 
positive role in accordance with either of the functions dis- 
tinguished above. For the first function, prices were not 
internally consistent and for the second, the structure was such 
that priorities and preferences were not correctly reflected: in 
fact, the price structure exerted a negative influence on the 
required flow of goods and services. 

A Soviet economist 1 has recently gone so far as to say that 
prices are the “ key to all planning in the U.S.S.R.,” a far cry 
from the earlier Soviet economists 2 who had spoken of the need 
of ‘‘ freeing Soviet prices from a value basis’ and others still 
earlier who saw no use in any price mechanism. Clearly the early 
Soviet attempts at planning, the “ control figures” of 1925/26 
and 1926/27, showed how difficult was the task of quantitative 
planning under uncertain prices, and the adoption of full-scale 
planning in 1927 was based on rigid prices (those of 1926/27 
being taken as this base). The limitations of a “ neutral ”’ price 
structure and the unsuitability of 1926/27 prices became gradually 
apparent, and after 1936, when economic development had reached 
the stage that the decision was taken to abolish subsidies to high 
cost enterprises, proposals were made for adjusting the price 
structure,’ but for various reasons, including the War, it was not 


1 Sorokin, ‘‘ Planning in the Soviet Economy,” Bolshevik No. 24, December 
1949, p. 12 et seq. 

2 Notkin and Tsaglov quoted by M. Dobb, op. cit., 334, n. (3). 

8 Cf. A.I. Rotshtein, Problemy Promyshlennoi Statistiki S.S.S.R. (Problems 
of Industrial Statistics in the U.S.S.R.) Books 1 & 2 (Moscow, 1936 and 1938). 
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until the beginning of 1949 that a new and accurately functional 
price mechanism was introduced. The new structure has, first, 
eliminated the disproportion introduced by continuing to measure 
quantities in terms of a structure of real production costs long 
inoperative and progressively more out of line with improving 
standards of real efficiency. Secondly, it has for the first time in 
Soviet planning been consciously organised as a positive mechan- 
ism. It has at last been realised that prices need to reflect, by 
their internal relationship, that order of priorities laid down in 
the quantitative plan, and thus contribute actively to the working 
of the economy. 


II 


Before the change was made, on January 1, 1949, there were 
three categories of planning prices ! :— 


(a) constant 1926/27 prices ; 

(b) official fixed prices ; 

(c) current planning prices, with which are linked planned 
works costs. 


These prices must be clearly distinguished from the retail 
consumer-goods prices fixed by the State? which aim at price 
levels interlocking the aggregate of supplies made available for 
consumption and the planned volume of money (less estimated 
savings) accruing to private consumers within the given planned 
period. Between these prices on the civilian consumption side of 
the national economy and the planned prices in industrial pro- 
duction here considered, there is no immediate link, although 
ultimately in the interests of simplification of controls and plan- 
ning devices these two main sets of prices are kept generally in 
step.§ 

The constant 1926/27 prices were of prime importance, for, 


1 A certain confusion has been introduced among English-speaking economists 
studying the U.S.S.R. by the use of conflicting translations for standard Russian 
terms. The classification here is a translation of : (a) Neizmennye tseny 1926/27. ; 
(b) Otpusknye tseny (or optovye tseny owing to some looseness in Soviet usage) ; 
(c) Planovye tseny. 

* With the exception of kolkohz prices which, Sorokin (loc. cit., p. 26) explains 
are decisively influenced by the level of prices of industrial goods, which are 
traded in exchange for farm produce as well as by the parallel system of State 
trade in the farm produce itself. 

3 The financial difference between the two sets of prices is absorbed in the 
Turnover Tax, the methods of which are fully described in L. E. Hubbard, 
Soviet Money and Finance, pp. 138 et seg.; Dobb, op cit., pp. 366 et seg.; and A. 
Baykov: The Development of the Soviet Economic System, pp. 367 et seq. 
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according to recent Soviet economic writers,! they were used in 
calculating general indices of industrial production as well as of 
the output of the individual enterprise or group of enterprises ; 
fulfilment of ministerial production plans and those of their sub- 
ordinate organisations; general and individual Kolkhoz output 
figures; indices of labour productivity and indices of industrial 
costs of production. One of these economists, Marshev, makes it 
clear that all these figures were calculated by pricing each item at 
1926/27 prices and not by employing a general conversion factor of 
any kind. For “new” commodities first manufactured after 
October 1927 “‘ assimilated prices ” were fixed ad hoc : some were 
calculated by applying a conversion factor to the planning prices 
for new commodities current in the initial production period; 
others represented simply the initial production cost price. By 
1948, especially in such industries as engineering and chemicals, a 
fairly large proportion of so-called constant 1926/27 prices were, 
in fact, post-1927 assimilated prices. 

Of hardly less importance were the official fixed prices or 
accounting prices fixed by the State as the operative delivery 
prices between enterprises and groups of enterprises for industrial 
goods moving forward in the course of industrial processing. 
Marshev makes it clear that these prices were quite distinct from, 
and considerably at variance with, so-called constant 1926/27 
prices. They were apparently reviewed at frequent intervals, 
perhaps yearly, for, dealing with the oil industry, Marshev refers 
to “ official fixed prices for 1948.” 

The scale of government subsidies to industry seems to indicate 
that “ official fixed prices’ or “‘ accounting prices” were after 
June 1941 kept well below the general level of prices postulated 
by the degree of inflation, reflected in officially fixed retail prices 
and wage-rates and arising from the note and credit expansion 
to cover wartime expenditure. It would, none the less, be unwise 
to assume that there were no interim upward adjustments, and, 
indeed, the existence of a specific set of ‘‘ accounting prices for 
1948” in the oil industry, although not conclusive, certainly 
suggests the possibility of adjustments in implementation of 
policy. 

The third category of planning prices are known as current 
planning prices, with which are linked planned works costs. 
Although notionally a separate category, they are closely linked 


1 A. I. Rotshtein, op. cit., Book 3 (1947); an article by S. V. Marshev in 
Heftianoe Khoziaistve (Oil Industry), No. 12, 1948, and an article in Sotsialist- 
cheakoe Selakoe Khoziaistve (Socialist Agriculture), No. 11, 1948. 
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with accounting prices, and would in all likelihood be identical 
or nearly so but for State subsidies. Marshev, dealing with the 
oil industry, refers to ‘‘ 1947 works costs ” which, in the example 
quoted by him, were very greatly at variance, both in level and 
structure, with corresponding 1948 ‘‘ accounting prices.”” As far 
as the difference in level is concerned it must be borne in mind 
that the latter were for 1948 and not 1947, although this does not 
seem likely to account for anything like the whole of the difference 
between the two sets of prices. 

Current planning prices are employed for the calculation of 
the planned volume of investment in the national economy, since 
this is directly financed from the State Budget, the plan for which 
is more conveniently drawn up in current prices than in 1926/27 
prices. In consequence, the planned volume of investment in 
the second five-year plan (1933-37) was based on “‘ 1933 prices,” 
in the third five-year plan (1938-42) on ‘‘ 1936 prices ”’ and in the 
fourth five-year plan (1946-50) on ‘‘ 1945 prices.” 


III 


The constant 1926/27 planning prices, in terms of which plan 
fulfilment was calculated, became in effect the key price structure. 
The gradual increase in the efficiency of utilisation of productive 
resources, and the large number of new commodities coming into 
production, led to increasing divergency between the structure of 
real costs of production implicit in the original prices in the 1926/ 
27 list and the existing structure at subsequent stages of economic 
development. The problem had two aspects :— 


(a) The uneven over-valuation of the “ original ” 1926/27 
prices did not reflect subsequent changes in relative real 
costs as a result of increasing efficiency of utilisation of 
productive resources. The planning prices in consequence 
tacitly assumed that relative real costs of production in sub- 
sequent years remained at the 1927 proportions, and as a 
result gave a greatly inflated value to output priced in con- 
stant 1926/27 prices.* 

1 Some concept of the over-valuation of industrial items compared to agri- 
cultural may be seen from the relation of production at these prices at either end 


of one five-year period (Sotsialisticheakoe Stroitelstvo S.S.S.R. 1936—Socialist 
Construction of the U.S.S.R.—p. xxxii). 


1930. 1935. 
Industrial products (1926/27 roubles) P . 148 34-2 
Agricultural products re i r Z 8-7 10-5 


This disproportion increased year by year, and was also marked as between 
industrial products. By 1937 the disproportion was still more marked and 
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(b) The over-valuation of prices in the group of prices 
assimilated to the 1926/27 prices. Prices in this group 
tended, it seems, to be brought into use at initial stages of 
production of ‘‘ new ” commodities before increasing efficiency 
had brought production prices down to the efficiency level at 
that stage of productive technique. 


Many Soviet economists writing in Plan and Planovoc Khozi- 
aistve before the War and A. I. Rotshtein in Problemy Promy- 
shlennoi Statistiki S.S.S.R. (Books 1 and 2) drew attention to the 
imperfections of the constant 1926/27 prices. They made, how- 
ever, no references to the actual] extent of over-valuation of output 
or fulfilment of plan or the degree of error introduced into the 
calculation of various indices, and they shirked the task of dealing 
radically with the problem by replacing 1926/27 prices by a more 
satisfactory and homogeneous set of planning prices. The planners 
may have felt that, replacement of the 1926/27 prices during the 
Second and Third Five-Year Plans would have been only tem- 
porarily effective, with the new prices soon falling out of line, 
albeit to a lesser degree, in view of the relatively great and frequent 
changes in the structure of real costs of production as a result of 
the efficiency drive against the initially low levels obtaining in 
industry in general, the relatively rapid introduction of machinery 
where very little had been in use before and the continual intro- 
duction of new productive processes. 

Another shortcoming of the 1926/27 prices which cannot have 
escaped attention, although it does not appear to have been 
brought into open discussion, is what may be termed their 
“planning bias.” The original 1926/27 prices and the subse- 
quent assimilated prices were simple planning prices and not 





Naum Jasny (‘‘ Intricacies of Russian National Income Indexes,” Journal of 
Political Economy, August 1947) has commented :— 

“* The officially computed relationships between industry and agriculture 
in 1937—from 77-4: 22-6 in output and from 50-9: 14-9 in contribution 
towards national income—are absurd for a country in which more than half 
of the population is still engaged in agriculture. These relationships are 
obviously the result of the great over-evaluation of the 1937 industrial 
production.” 


and has calculated the proportions of 1927/28 Soviet National Income as showing 
the following divergence when calculated in different prices :— 


At pre-1914 At 1926/27 


prices. prices. 
Agriculture ° ° ° ° . 43-3 36-3 
Industry . ° ° ° ° ‘ 24-4 26-9 
Non-rural construction . . 2-2 “4 
Communications ° ‘ . . 3-9 4:8 
Trade . a . @ a ‘ 12-3 11-6 
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differential planning prices reflecting differential emphases in the 
plan. 

Soviet planners learnt, as each successive Five-Year Plan added 
to their experience, that behind nominal fulfilment of overall plans 
would most often be hidden a great degree of uneven fulfilment in 
its manifold constituents, and this must have directed their atten- 
tion to differential planning prices which would place emphasis 
in the fulfilment of these constituent plans upon priority aspects 
of the overall plan. The 1926/27 prices which had started without 
any initial directional bias and had gradually developed an un- 
planned bias were the cause, at least in one industry as Marshev’s 
article shows, of a very specific set of distortions in planning. 

Before it was felt possible to replace the 1926/27 prices, how- 
ever, war had broken out, and for the time being all reference to 
the shortcomings of planning prices, greatly accentuated though 
they were by the War, ceased. The matter was not taken up 
again in open discussion, although it can hardly have been over- 
looked by the planning economists, until the appearance in 1948 
of Volume 3 of A. I. Rotshtein’s book.1 There was, however, no 
suggestion of replacing 1926/27 prices, and it is noteworthy that, 
writing towards the end of 1948 after the resolution of the Soviet 
of Ministers replacing the 1926/27 prices had already been passed, 
Marshev refers to special ‘“‘ corrected ”’ 1926/27 pricesin which 
the most serious of the shortcomings mentioned above had been 
largely eliminated. It is difficult to escape the conclusion that 
until a relatively late date the planning authorities had not 
entirely abandoned the idea of retaining 1926/27 prices in a new 
“ corrected ”’ form.? 

1 op. cit., pp. 60 ff. 
2 Marshev quotes a table of prices for refined petroleum products which 


reveals the significant differences between the sets of prices, given as percentages of 
prices for light products (e.g., motor spirit, etc.). 


1948 1947 1948 new 
1926/27 accounting current corrected 
Product. prices. prices. plan prices. prices. 

Light products . ° 100 100 100 100 
Petroleum cokeI . : 124 33 1l 40 
Petroleum coke II . ‘ 124 33 6 11 
Fuel oil a ‘ ‘ 17 16 6 15 
Gas ° . . F 30 2 2 1l 
Varnish ; ‘ ‘ 41 21 7 17 
Polymers ; , “ 1 9 3 15 


The table shows remarkable variations: in 1926/27 prices petroleum coke was 
grossly over-valued and polymers grossly under-valued. It may be concluded 
that, at the earlier date, the demand for the former for electrical equipment was 
larger than the supply : now, the supply of coke fills this need and commands only 
its price as fuel. Conversely, in 1926/27 polymers were useless residues: now, 
they have become valuable for blending with motor spirit. 

sd 
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The significance of the deleterious role played by an unsuitable 
price structure can be clearly seen: indices of production and 
labour productivity 1 are distorted, and as plan fulfilment was 
measured in these prices :— 


“* It becomes better business to over-fulfil plans for secondary 
and over-priced, but actually less expensive, categories of 
output so as to overfulfil the overall sales plan calculated in 
1948 accounting prices.” ? 


This last problem posed by the price distortion was resolved 
not only by the price reform but also by a special decision of the 
Council of Ministers which stated that “ the production plan will 
be considered fulfilled only in the event that it is fulfilled not only 
for quantity but also as regards the established assortment and 
quality of the goods.” * 

Clearly price reform was required in this connection, as it 
was in abolishing State subsidies (which are to be eliminated by 
1950), and generally was needed to establish a sound and smoothly 
functioning economy. 


IV 


The fundamental price reform was announced in general terms 
in March 1949, but earlier notice had been made of it in the 
Journal of the Institute of Economics of the Soviet Academy of 
Sciences,4 where it was stated, 


“In connection with the tasks of greater emphasis on eco- 
nomic factors and cost accounting in post-war conditions, 
great importance must be attached to changes brought about 
in the sphere of planning and cost accounting and, in par- 
ticular, to the switchover from calculation of gross output and 
labour productivity in 1926/27 prices to calculation in the 
new accounting prices.5 . . . The new accounting prices (for 
metals, fuel, electricity, thermal power, timber, cement, 
bricks and new railway freight tariffs) are based on the 
considerably lower planned cost of production level for 
1950.” 


1 Distortions in labour productivity indices seriously affect wages, bonuses, 
piece-rates, etc., and provided a further reason for the price reform. 

2 Marshev, loc. cit. 

3 A. G. Zverev, Minister of Finance, in his Budget Report, Pravda, March 11, 
1949. 

“ Voprosy Ekonomiki (Questions of Ec ics), No. 8, 1948. Article by P. 
Vladimirov : ‘‘ Operating Profits in Industrial Enterprises.” 

5 ** Optovye tseny ’’ (Vladimirov’s definition), but more accurately defined by 
Marshev, cf. following note. 
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It would appear that the new accounting prices | are to absorb 
the functions of the 1926/27 prices and those of the official fixed 
prices,” and will embody in detail not an actual structure of costs 
(as was the case before) but the planned structure for 1950. 
Broadly, then, for an initial period, the new prices will be somewhat 
lower than opportunity costs (viz., the basis of the 1950 planned 
costs) instead of being generally higher as was the case previously. 
Moreover, the new price structure institutes differentials between 
products in accordance with relative planning priorities. A state- 
ment in the coal industry journal * claims :— 


“The new prices have been fixed to reflect grades and 
quality. . . . These differences will make sorting work worth 
while and make the coal industry directly interested in 
supplying the national economy with those types and grades 
it most needs.” 


Sorokin ‘ similarly refers to “ planning prices being designed first 
and foremost to promote the most effective development of those 
industries which have priority.” 

There can be no doubt that the new planning prices must be as 
comprehensive a set of prices as the 1926/27 prices which they are 
replacing. The Minister of Finance spoke of ‘a number of 
branches of heavy industry,” and Vladimirov specifically mentions 
only metals and fuel, electricity, thermal power, timber, cement, 
bricks and new rail-freight tariffs. The wide categories given by 
Vladimirov, in fact, cover a great part of the field of industry, but, 
to mention only some, there are sectors like chemicals, plastics and 
rayon, rubber and engineering goods (unless these latter are in- 
cluded under “ metals ’”’) which are clearly not included. 

In these sectors it would seem likely that the 1948 official fixed 
prices, with which the new accounting prices ® are most closely 
linked, needed no modification to fit them into the framework of 
the new prices. This is likely to have been the case where the 
original 1926/27 prices or subsequent assimilated prices were 
fixed too high, either fortuitously at the outset or deliberately in 
the case of assimilated prices during the early planning years, and 
where, when a balance has been struck between inflation on the 


1 Optovo-otpusknye tseny 1949g., an accurate definition of the new prices in 
view of the combination of functions (a) and (b) considered at the beginning of 
Section II above. 

2 Otpuaknye tseny. 3 Ugol (Coal), No. 1, 1949. 

4 Op. cit., p. 24. 5 Otpuaknye tseny. 

® Optovo-otpuaknye tseny 1949g., an accurate definition of the new prices in 
view of the combination of functions (a) and (b) considered at the beginning of 
Section II above. 
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one hand and increased industrial efficiency on the other hand, 
the original or assimilated 1926/27 prices closely reflected the level 
of real costs of production actually obtaining in 1948. It seems 
not unlikely that this was the position certainly in the rubber and 
chemical industries. 

The new planning prices, like the 1926/27 set, must also em- 
brace farm-produce prices. In this case the “State delivery 
prices ” 1 corresponding to the old official fixed prices * in industry 
will have been subject to certain increases, of which the only 
evidence is an incidental statement * that the State delivery price 
for raw cotton has recently been doubled. Even allowing for the 
importance now being attached to cotton cultivation, an increase 
in the ‘‘ State delivery price’ is clearly a matter of revision of 
planning prices, since encouragement to greater production takes 
the form of premium payments adjusted to emphasise priorities. 
Revision of State delivery prices is unlikely to have been confined 
to raw cotton alone, so that it would seem not unlikely that there 
has been a thorough-going overhaul of planning prices for farm 
produce coinciding with the reform of planning prices in industry. 

The conclusion may therefore be advanced that the planning 
authorities in the Soviet Union have decided to make a fuller use 
of the price mechanism as an integral feature of their economic 
planning. Clearly, they have decided that while planning in 
terms of quantitative targets is essential, a functional use of the 
price mechanism is a necessary precondition to a sound and 
smoothly working economy. This is surely a lesson which 


Western “ planners ” would do well to note. 
M. C. KaseRr 
Richmond, 


Surrey. 


1 These are the prices at which the State accounts to kolkhozy, sovkhozy and 
individual peasants for ‘‘ State deliveries ’’ of farm produce and are to be dis- 
tinguished from ‘‘ State buying prices ”’ paid for farm produce “‘ delivered ”’ (i.e., 
sold) in excess of ‘‘ State deliveries ’’ as fixed by plan. 

2 Otpuaknye tseny. 

8 Reported in Pravda of March 3, 1949. 














EXPECTATION IN ECONOMICS ? 


At two vital points the scientific development of economics 
depends upon an accurate understanding of human nature. One 
is in the explanation of a consumer’s choice; the second the 
explanation of an entrepreneur’s decision. There being many 
millions of consumers, we can for a time evade the duty of giving 
close study to the choice of an individual, contenting ourselves 
with observing the resultant of millions of choices expressed in the 
market; just as scientists developed a Theory of Gases, capable of 
giving approximately correct results, long before the details of 
molecular structure were known or could be studied. We need 
not therefore be too much alarmed because our theories of Utility 
and Indifference are infantile, and have very little foundation of 
knowledge of the rational and irrational workings of consumers’ 
minds. 

But when the decision of a single Board of Directors may 
involve the investment of millions, we begin to feel much less 
happy about a Boyle’s Law for entrepreneurs—especially as the 
facts regarding the actions of entrepreneurs in the mass are 
difficult to gather and interpret. The psychological factors are so 
important in this case, indeed so dominant, that theories limp 
badly until they can find a satisfactory account of the individual 
entrepreneur’s decision. An account isto be regarded as satisfactory 
if it is conformable to the human thinking process as we know it. 
It comes near to satisfactory proof when enough individuals, 
including actual or potential entrepreneurs, have given the nod of 
agieement—‘‘ Yes: that is how I decide.” 

A glance at the literature, for instance of the Trade Cycle, soon 
reveals how formless and unsatisfactory are the theories of 
entrepreneur’s decision in current use. Where these are precisely 
stated at all; they usually assume a business man who is perfectly 
rational (apart from “‘ waves of sentiment ”’ which may reach him 
from outside), and whose brain, apparently of great capacity, is 
capable of performing integrations and of founding judgments 
upon a calculation of a mathematical expectation. As a picture of 
a Rockefeller or a J. P. Morgan, this is obviously somewhat 
idealised. The use of a simplified “‘ working model” of an 


1A review of G. L. S. Shackle, Expectation in Ex ics, Cambridge : 
University Press, 1949. Pp.x + 146. 10s. 6d. 
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entrepreneur is, of course, a perfectly proper stage in the con- 
struction of a scientific theory; but the trouble is that no one 
enquires whether the simplification contains the essence of the 
reality. 

The results of Mr. Shackle’s introspections on this subject are 
therefore very much to be welcomed, and they deserve to be 
brought immediately to the test of other minds. But since his 
ideas, though foreshadowed in earlier articles in this JouURNAL and 
elsewhere, have first been set out in a complete form in his book, 
and since his arguments, being unfamiliar, are necessarily difficult 
to absorb, I propose to describe the main structure of the theory 
before examining it. 

Conceive, then, of Adam, a primeval entrepreneur, trying to 
make up his mind whether to buy an orchard. The value of the 
orchard to him is related to its discounted future returns; but 
since we need not for the moment trouble ourselves with problems 
of time-discounting, it will be a valid simplification to suppose the 
value of the orchard to be determined by the size of next year’s 
crop. The weather outside Eden being uncertain, this may 
amount to 2, 3, 4, 5, 6 or 7 tons of apples. 

As Adam cogitates on the prospective purchase, he puts to 
himself a series of questions : 


* Shall I only get 1 ton of apples ?—Quite impossible 
Shall I get 2 tons ?—Surprised if it is as low 
Shall I get 3, 4 or 5 tons ?—All perfectly possible 
Shall I get 6 tons ?—-Surprised if it is as high 
Shall I get 7 tons ?—Very surprising, but just possible 
Shall I get 8 tons ?—Quite impossible.” 


The answers to these questions determine his decision. They are 
not in terms of probability (we shall return to this distinction later), 
but in terms of the surprise, or lack of surprise, which would be 
felt regarding different outcomes. Adam, looking out from his 
“viewpoint ” of the present at his “ image-date ’—the date of 
gathering next year’s crop—brings before his mind a series of 
hypotheses regarding the size of that crop, and considers the 
surprise with which the fulfilment of each of these hypotheses, 
considered in turn, would be greeted. Thus are defined, for the 
different possible sizes of the crop, the values of Mr. Shackle’s 
Potential Surprise Function. 

It may be objected that Surprise is incapable of numerical] 


1 See list in Shackle, p. ix. 
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measurement. The objection is not valid. By speaking of 
“‘ values ’’ of potential surprise, all we need to imply ' is that a given 
set of hypotheses can be arranged in order of the surprise to which 
their fulfilment would give rise—some, perhaps, being bracketed as 
equal. Since the number of hypotheses capable of review by the 
human brain is finite, their ordering can always be expressed by 
attaching, to each, one of a finite set of numbers, ranging conven- 
tionally from zero surprise to some maximum surprise ¥ which we 
associate with the occurrence of a miracle. The “ values” of 
surprise so obtained are personal, and incapable of use for 
comparison between individuals. Nor can they be used for 
comparing the surprise associated with hypotheses from different 
sets unless we first claim that all the hypotheses of all the sets can 
provide a single ordering of surprise. The relation “twice as 
surprising ’’ has only a formal meaning in the system. In fact, 
we treat surprise as numerical merely as a harmless convenience.” 

Adam’s potential surprise function can therefore be represented 
by a table, whose form is clearly typical, and likely to occur for 
many entrepreneurial decisions : 


Tons: 1 2 
y 1 


i s.r 2 ee 
Potential Surprise (arbitrary scale): 4 0012 4% 


3 
0 —- pee 
The enjoyment or distress to be obtained from contemplating a 
hypothesis is a function of the profit or loss which it involves, and 
of the degree of surprise which its fulfilment involves. A miracle 
—the occurrence of something completely unexpected—affords no 
enjoyment by anticipation. Events which are “ perfectly 
possible ’’ afford an enjoyment related only to their outcome. 
But events carrying an intermediate degree of potential surprise 
produce an enjoyment related to their outcome, but “ written 
down ”’ according to the amount of surprise associated with that 
outcome. 

Adam, in fact, possesses what Mr. Shackle calls a stimulation 
function which relates his enjoyment or distress to the hypothetical 

1 Mr. Shackle in fact implies more than this; he supposes that the entrepreneur 
is capable of ordering differences of potential surprise, as well as potential surprise 
itself; and is thus capable of finding a point midway between any two assigned 
points on his potential surprise scale. On this system potential surprise would be 


fully numerical—but my own intuition suggests that the assumption so made is 
more complex than reality. 

* An analogous point arises in the theory of probability, and books do not 
usually distinguish clearly between (a) the very limited class of probabilities which 
can have the same numerical measure for all rational observers: (b) probabilities 
capable of numerical representation for a single observer only : and (c) probabilities 
incapable of any such measure by one co-ordinate, because they do not form part 
of a single ordered system. 
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outcomes and their degrees of potential surprise. Enjoyment or 
distress can be ordered, and thus represented numerically ! on a 
scale whose zero represents an absence of stimulus—no enjoyment 
and no distress. Suppose Adam’s outgoings represent 4 tons of 
his crop. Then we have something like this : 


Gain (tons) : —3 -2 -1 0 1 2 3 4 &. 
Potential Surprise (arbitvaryscale): Y 1 00 0 1 2 9% y. 
Stimulus (arbitrary scals) : 0 —2 —23 0 +2 +3 +130 0. 


The stimuli are not symmetrical in relation to the gain or the 
potential sur; ‘sv: there is no reason why they should be. The 
essential point to be tested against experience is that the prospect 
of a moderately surprising gain of 2 may be more stimulating than 
that of a “ perfectly possible ” gain of 1. This surely is in accord- 
ance with what we know of human nature. 

We now come to the centre of the argument : 


(a) The hypotheses being passed under review are mutually 
exclusive. The stimuli to which they give rise are therefore not 
additive ; they are rivals, jostling each other for attention. 

(6) The entrepreneur fixes his attention solely upon two 
hypotheses; that which offers the most enjoyable stimulus, and 
that which threatens the most distressing stimulus. In our 
example, these correspond to the hypotheses of 2 tons gain and 1 
ton loss. These Mr. Shackle calls the primary focus-outcomes. 
For the purposes of comparison it is useful to replace these by 
“dummy ” outcomes which would provide the same stimuli, but 
are associated with zero potential surprise. These would be the 
standardised focus-outcomes ; in our example, perhaps 1} tons gain 
and 1 ton loss—the latter coinciding with the primary focus-loss. 


So far we have been considering a set of hypothetical outcomes 
arising from a given course of action by Adam in the situation in 


1 This, I suspect, conceals a crucial difficulty. The stimulus is a function, not 
of gain or loss directly, but of the utilities they represent. It is therefore a 
function of two quantities which may be only formally numerical—about which 
our knowledge is essentially a knowledge of greater or less. If I prefer to eat 
chicken rather than lamb, and lamb rather than whale: and if I find four-hour 
intervals between meals more agreeable than five-hour, and five-hour more 
agreeable than six-hour: then it is certain that I shall prefer chicken every four 
hours to whale every six hours. But who knows whether chicken every six 
hours is better than whale every four hours? It would be perfectly logical to 
suppose Adam “‘ at a stand in his mind,” strictly unable to decide whether he 
‘* prefers ” the stimulus of thinking about an unremarkable 1 ton or a surprising 
2 tons. He would have to resolve his indecision by tossing a coin, and I suspect 
that this also is true to human nature. But I will leave this difficulty on one 
side, commending it to Mr. Shackle’s attention. See also, however, the footnote 
on p. 101. 
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which he finds himself—the offer of a price equivalent to 4 tons of 
outgoings, measured in apples. To this course of action there 
correspond two co-ordinates, the standardised focus-gain and the 
standardised focus-loss of the corresponding set of hypotheses. 
We thus have the correspondence : 


Buy for equivalent of 4 tons: (14, 1) 
But other possibilities are open, for instance : 


Do nothing: (0, 0) 
Buy another orchard, same price: (14, 14) 


All the ways open to an entrepreneur of holding or investing his 
wealth thus map out a series of points ona plane. Between some 
of these points he may be indifferent : that is to say, it is possible 
to draw on the plane a series of curves joining points of equal 
attractiveness. (5, 2) may be as attractive as (0, 0) to a fairly 
cautious man, while a hardened gambler might almost be willing to 
exchange the doubtful prospect represented by (1, 2) for the dull 
certainty of (0,0). The curves, forming a gambler indifference map, 
are therefore personal to the entrepreneur. They will form a 
non-intersecting family, one through each point of the plane.! 

The rule of decision for Adam is now clear : among the courses 
of action open to him he must choose that which will bring him on 
to the ‘‘ best ” indifference curve—i.e., that whose focus-gain, for 
given focus-loss, is highest. If there are two or more offering equal 
attractions, he must toss a coin to make his final choice. 

This is the main structure of Mr. Shackle’s theory. A very 
important subsidiary is his most suggestive discussion of “expected 
clarifying of expectations.’”’ An entrepreneur may know or expect 
that at some date between his viewpoint and his image-date 
uncertainties at present in his mind will be swept away. Thus at 
present the Board of a steel company intending to build a new blast 
furnace “ knows ”’ that before the autumn of 1950—and therefore 
before the new furnace would be completed—there will be a 
General Election which will decide for or against nationalisation. 

1 Mr. Shackle’s diagram (p. 30) takes focus-loss as the x-co-ordinate. He has 
since suggested (contrary to ll. 7-8 of p. 30) that negative co-ordinates have a 
meaning. Thus an enterprise bound to succeed (with unit focus-gain) would 
be represented by (1, —1), and would ‘‘ beat’ any point such as (1, 1). An 
enterprise bound to lose would carry the disagreeable focus-outcome (—1, 1). 
It would seem to me that an enterprise having a range of possible outcomes, all 
of which are gains, might be regarded as having a focus-loss equal to the lowest 
possible gain (with negative sign attached); the most disagreeable stimulus 
available being zero. This would give a meaning to all points in the (— +) and 


(+ —) quadrants, but the (— —) quadrant would be left empty, whichis certainly 
an oddity. The subject demands more thought. 














1950] EXPECTATION IN ECONOMICS 97 


Such a clarifying of expectations will result in events previously 
regarded as perfectly possible or potentially mildly surprising 
becoming ‘‘ miraculous if they happen”; events previously 
perfectly possible may become potentially surprising, but the 
opposite change cannot logically occur—from the present view- 
point the entrepreneur’s surprise function allows for the outcomes 
which may follow any of the foreseeable happenings at the 
clarifying date. It can then be shown to follow—in conformity 
with observation—that as that date approaches more and more 
investment-decisions will be postponed; and that the passing of 
the date will probably release a number of investment-decisions, 
whatever has occurred. But the occurrence of an unexpected, 
unthought of or surprising, event (such as the return of a minor 
party to power at a General Election) will reduce investment-flow, 
and heighten the attractiveness of liquidity, while entrepreneurs 
form and test new judgments of the situation; and this suggests 
some interesting reasons for the asymmetry of the Trade Cycle. 

Mr. Shackle’s other “ worked examples ”’ of the applications of 
his theory are less successful—a fact which neither condemns the 
theory, nor detracts from the value of the book, for the author has 
attempted country mountainous with difficulties. The chapter on 
“the choice of assets to be held for speculative gain ”’ arrives 
logically at the conclusion that a speculator should never hold 
more than two kinds of asset ; and Mr. Shackle’s efforts to extricate 
himself from this ridiculous conclusion are not, I think, entirely 
satisfactory. The explanations of the sensitivity of speculative 
markets to small happenings, and of the alleged “‘ floating value ” 
of land, are successful tests of the theory. A chapter on “ design 
of taxation to preserve the incentive to enterprise ”’ offers a revolu- 
tionary idea, but needs to be expanded to bring it closer to practical 
reality. Finally, Mr. Shackle’s “theory of the bargaining 
process ” is certainly an improvement on some classical theories of 
bargaining, but it is difficult to check it against reality until it can 
be expanded to take explicit account of the Alternative Purchaser 
who lurks round the corner in the real world. I have never found 
it easy to think myself into the mind of Robinson Crusoe bargain- 
ing with Man Friday. 

Let us, however, return to the main structure of the theory. 
Mr. Shackle makes it overwhelmingly clear that his concept of 
“‘ potential surprise ” stands in sharp contrast to the orthodox 
idea of probability. In this he is supported by the chief author 
of the frequency-ratio concept of probability, John Venn, who 
writes :— 

No. 237—VOL. Lx. H 
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‘, . . this emotional accompaniment of surprise, to which 
we are thus able to assign something like a fractional value, 
differs in two important respects from the commonly accepted 
fraction of belief. In the first place, it has what may be 
termed an independent existence; it is intelligible by itself. 
. . . Hence, in the second place, it is as applicable, and as 
capable of any kind of justification, in relation to the single 
event, as to a series of events. In this respect . . . it offers 
a complete contrast to our state of belief about any one 
contingent event.” } 


Mr. Shackle’s objections to the use of frequency-ratio probability 
may be summarized as follows :— 


(a) The decisions of entrepreneurs seldom form part of a long 
series of similar experiments; in any case the outside conditions 
never allow the same decision to be repeated in the same circum- 
stances. 

(b) Some decisions may be, in strict logic, unique; failure may 
deprive the entrepreneur of all opportunity to continue in his 
trade. He is a gambler who, having lost, must retire from the 
tables. 

(c) The possible outcomes of a given course of action are not, 
therefore, to be regarded as related, occurring with given relative 
frequencies in a long series of experiments ; but as wholly indepen- 
dent and mutually exclusive alternatives, arising from a single 
never-to-be-repeated set of actions. 


The first objection is perhaps hardly justified ; it is not, I think, 
a necessary feature of frequency-ratio probability that a long 
series of experiments should in fact be carried out—only that it 
should be possible to conceive of such a series. In so far as 
entrepreneurs base their judgments of probability on “ general 
knowledge of the market ’’—that is, on knowledge of similar but 
not identical ventures—a new element of error or misjudgment is 
introduced. But the statistical device of regarding a sample as 
one of a hypothetical infinite series of samples drawn from the 
same population is not invalidated because that series is never in 
fact drawn. 

Nor is the second objection in itself final. If the entrepreneur 
was gambling at a roulette table, his choice could logically be 
based : (a) on the chances of given gains and losses, which can 
be brought within the framework of frequency-ratio probability, 
and (6) on the finality of losing his total resources—which might 
lead him to limit the size of his stakes. Again the theory could be 


1 Venn, The Logic of Chance, 3rd edition (1888), p. 158. 
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developed by adding an extra element to the data provided by 
frequency-ratio probability. 

But I think that Mr. Shackle is on sound ground in supposing 
that the application of frequency-ratio probability to economic 
decisions is forced and unreal. He would, I take it, agree with 
Professor Jeffreys, as far as economic applications are concerned :— 


“My contention is . . . that in practice no statistician 
ever uses a frequency definition, but that all use the notion 
of degree of reasonable belief, usually without ever noticing 
that they are using it and that by using it they are contra- 
dicting the principles they have laid down at the outset.” } 


In fact, the probabilities with which the entrepreneur has to deal 
lie outside the field of the frequency-ratio theory ; the limitation of 
that field is very clearly discussed in Chapter VIII of Keynes’s 
Treatise on Probability, and indeed by Venn himself :— 


“In every case in which we extend our inferences by 
Induction or Analogy, or depend upon the witness of others, 
or trust to our own memory of the past, or come to a con- 
clusion through conflicting arguments, or even make a long 
and complicated deduction by mathematics or logic, we have 
a result of which we can scarcely feel as certain as of the 
premisses from which it was obtained. In all these cases then 
we are conscious of varying quantities of belief, but are the 
laws according to which the belief is produced and varied the 
same? If they cannot be reduced to one harmonious scheme 
. . . then it is in vain to endeavour to force them into one 
science.” 2 


The use of the frequency-ratio theory, in fact, would force a 
distinction between an ideal system, theoretically capable of 
indefinite replication, and in that replication yielding given out- 
comes with certain definite frequencies; and the faulty judgment 
of the individual in estimating these frequencies and in drawing 
conclusions from them. This distinction cannot exist, for the ideal 
system is not mechanical—it contains elements such as the result 
of the next General Election, which is strictly unknown and can 
only be given a probability in terms of the judgments of fallible 
human beings. 

I am not, in fact, able to follow Keynes and Jeffreys in applying 
the terms “‘rational’’ or “reasonable”’ to degrees of belief. 
Judgments of the kind considered here arise essentially from the 
reaction of imperfect knowledge on fallible minds. No doubt we 
should look askance at the decisions of a lunatic; but I doubt if 
we can give any precise meaning to the idea of a perfectly rational 


1 Jeffreys, Theory of Probability, 1939, p. 300. 2 Op. cit., p. 124. 

















100 THE ECONOMIC JOURNAL [MARCH 


mind making a unique best use of the incomplete knowledge 
presented to it. We are left, in fact, with no more than a set of 
entirely subjective assessments of probability, capable of formal 
measurement on a numerical scale by a single individual, but not 
of comparison between individuals. The calculation of a 
mathematical expectation in such circumstances seems a formal 
and irrelevant exercise. 

But if we reduce probability to this level, how does if differ from 
Mr. Shackle’s concept of Potential Surprise? Clearly there is a 
one-one correspondence between the two; if the essence of our 
knowledge of probabilities is that we can place them in order, this 
order of “ more or less probable ” corresponds to “less or more 
surprising.” To the concept “zero probability ’’ corresponds 
“maximum potential surprise.” But the other bound of the 
potential surprise scale, “‘ perfect possibility,” corresponds to the 
highest probability in the series under consideration, whatever 
that may be. It willseldom be certainty; but I think it is obvious 
that the occurrence of the most probable of a series of outcomes, 
however low the measure of probability, must occasion zero 
surprise. The occurrence of any outcome with a probability less 
than the highest must produce some surprise, however little; so 
that Mr. Shackle’s “‘ inner subset ” of hypotheses, all carrying zero 
potential surprise, must carry equal assessments of probability 
exceeding the probabilities of any hypotheses outside the subset. 
This he expresses by saying that they carry equal degrees of belief, 
superior to those of the hypotheses outside the subset. 

In one respect only might the probability formulation seem 
superior. The entrepreneur can manipulate his scale of pro- 
babilities in any way, provided that he keeps the ordering the 
same and provided that any exhaustive set of probabilities add up 
to certainty. There is no longer any need for “ twice as probable ” 
to mean “ twice as frequent in a long series of experiments ”’; it 
can now be made to mean “ twice as attractive.” In his chapter 

n “the application of probability to conduct’ Keynes puts the 
question :— 


. ““ Whether the undesirability of a given course of 
action increases in direct proportion to any increase in the 
uncertainty of attaining its aoe, or whether some allowance 
ought to be made for ‘ risk ’ °3 


If we confine ourselves to that limited class of probabilities capable 
of numerical comparison between individuals, there is no easy 


1 See p. 94 above. 2 Op. cit., 1929, p. 313. 
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answer to this question. But if, as I contend, probability in 
economics is essentially personal and subjective, doubling the 
probability can be made to mean doubling the attractiveness of 
unit gain. 

But, of course, precisely the same convention could be applied 
to potential surprise; and the value of the convention would in 
any case be rather doubtful. What do we mean by “ doubling the 
attractiveness’? It might mean making one unit of gain as 
attractive as two units were before. But are two units twice as 
attractive as one of the same probability? We are back at the 
subjective nature of utility; attractiveness may not even be 
capable of ordering,! and it is doubtful whether it is worth giving 
it a numerical scale. I conclude that in economics the relation 
“twice as probable’ usually means nothing at all; indeed, I 
doubt if it is often present in our minds. 

In concluding that Mr. Shackle’s theory of potential surprise is 
equivalent to the only kind of probability theory valid for economic 
hypotheses, I do not wish to minimise his great and fundamental 
service in forcing a clarification of our ideas. Indeed, since 
“ probability ” is very liable to have the wrong associations, I 
hope that his terminology will be adopted. 

We now come to the centre of Mr. Shackle’s argument. What 
functions of the probabilities or the potential surprise values, and 
of the outcomes or their utilities, are used by the entrepreneur in 
forming his decisions? It is quite inconceivable that he should do 
what many writers imply, and form for each course of action his 
mathematical expectation of gain, choosing that course for which 
the mathematical expectation is highest. For clearly the gain 
would have to be computed in units of utility. The idea that an 
entrepreneur performs multiplication and addition or integration 
in his head, using two functions, neither of which possesses any 
objective numerical scale—or indeed, any scale consciously present 
in his mind at all—will not stand looking at. Such a process 
could hardly be subconscious, nor is it sufficient to suppose it 


1 See p. 95, footnote 1. We can now complete the argument of that footnote 
by referring to Von Neumann and Morgenstern’s observation (Theory of Games, 
1947, p. 17) that an individual’s utility scale can be made fully numerical provided 
that frequency-ratio probability is accepted. They add in a footnote (p. 19): 
“*If one objects to the frequency interpretation of probability then the two 
concepts (probability and preference) can be axiomatized together. This too 
leads to a satisfactory numerical concept of utility which will be discussed on 
another occasion.”” I have not yet seen the further discussion to which they 
refer, and I cannot therefore say whether it removes the difficulty referred to in 
my earlier footnote. There would, of course, remain the difficulty that the 
human scale of preferences is neither complete nor logical. 
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purely accidental. It may or may not be rational, but, being 
impossible, it is profoundly uninteresting. 

The removal of this ridiculous idea, fathered upon economics 
by over-enthusiastic mathematicians, leaves the field clear for new 
suggestions. Consider a single-humped frequency distribution, 
whose “ centre ” we are trying to find. We lack the arithmetical 
ability to find the mean—equivalent to the mathematical expect- 
ation. Our simplest and most obvious choice is then the mode, or 
peak ofthe curve. This is Mr. Shackle’s choice, except that he has 
in mind two distributions—the attractiveness of different gains, 
and the disagreeableness of different losses. Each will quite 
commonly have a single-humped distribution, or at least will 
have one peak higher (or trough lower) than the rest. Mr. 
Shackle fixes his intention on the highest peak and the lowest 
trough. 


Agreeable stimuli 
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Disagreeable stimuli 


I think that the picture above fairly represents the form which 
common sense would suggest for a stimulation function. What 
we have to do is to find parameters, capable of immediate appre- 
hension by the mind, which in some sense represent or sum up this 
form. It is clear from the figure that, if the process of finding a 
mean or mathematical expectation is ruled out, we can hardly 
usefully work with less than two parameters. But the process of 
balancing possible gain against possible loss is so familiar to the 
human mind that a solution involving just two parameters is very 
attractive. Let us consider some possible answers. 

(a) Mr. Shackle’s answer follows logically from two principles : 
that losses and gains are to be considered separately : and that 
the greater stimulus eclipses the less. The first principle follows 
naturally from our search for two parameters, but it is perhaps 
just worth mentioning that some unformed and injudicious minds 
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might focus attention on a single maximum stimulus—the vision 
of the gain G obliterating the lesser fear of the loss L. We should 
describe such people as “ foolhardy ”’; it is perhaps reasonable to 
suppose that the attitude is not common among entrepreneurs. 
The second principle appeals to Mr. Shackle, I think, as the 
logical result of the mutual exclusiveness of outcomes. He rejects 
the addition of expectations of alternative outcomes, and his own 
principle represents the other extreme. 

This is the simple and obvious answer, but it leaves in the mind 
a slightly uneasy feeling that human beings are not quite logical 
enough to apply it—or perhaps not quite definite enough in 
their assessments of stimulus. Having picked on the outcome 
offering the greatest stimulus, is there no sideways glance at the 
less attractive possibilities ?1 Is it immaterial whether the stimu- 
lation curve descends sharply from its peak, or tails off slowly over 
a wide range of outcomes ? 

(b) Another possible answer would be to take the bounds A 
and B of the “ perfectly possible” range, thus avoiding the 
paradox pointed out by Mr. Harrod,? that Mr. Shackle’s notion of 
focus-outcomes ‘‘ assumes the individual to guide his conduct by 
reference to outcomes which he expects not to happen.” Such an 
answer involves the assumption that the entrepreneur divides the 
stimuli he receives, as he considers various hypothetical outcomes, 
into substance and dream; and rejects as dreams those stimuli 
which arise from a result which would surprise him if it occurred. 
He focuses attention, therefore, on the greatest stimuli consistent 
with the outcomes seeming “ perfectly possible.” 

(c) The use of the full range EF could hardly be justified; but 
we perhaps ought to consider two special possibilities :— 


(i) The Cautious Trustee. He admits to his mind, when 
he is forming a decision, no dreams of surprising gains; but 
he takes into consideration possibilities of loss which would 
surprise him. In an extreme case his focus-points might be 
E and B—the worst conceivable loss and the best perfectly 
possible gain; perhaps more usually he might concentrate on 
L and B. He can, of course, be fitted into the Shackle 
scheme by assigning zero stimulus to all points above B. 
But it might seem reasonable to separate stimulus from 


1 It is possible to set up rudimentary entrepreneurial experiments in which it 
is quite certain that regard is had to outcomes other than the focus-outcomes. 
This is suggestive, but not final; for as we pass from simplified experiments to 
the real world, it may be that the human mind finds it increasingly necessary to 
concentrate or focus its attention on a single gain and a single loss, as the only way 
of reducing its chaotic thoughts to seemly order. 

® Shackle, p. 20. 
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decision—the gain of G is a dish to make the mouth water, 
but on principle one refrains from tasting it. 

(ii) The Mug. He is first cousin to the foolhardy 
individual mentioned under (a), differing only in admitting 
to his mind thoughts of “ perfectly possible ’”’ losses. His 
focus points are A and F or A and G. 


(d) Both the solutions (b) and (c) assume that, having received 
a stimulus, the entrepreneur closes a door in his mind and refuses 
that stimulus admittance to the chamber of decision. Let us now 
suppose that, having present in his mind the “ perfectly possible ”’ 
outcomes A and B, he admits all the “surprising ’’ outcomes 
which are not inferior, in respect of the stimulus they offer, to A 
and B. In Mr. Shackle’s scheme the tallest of the new-comers, 
G and L, immediately monopolise attention. But if we are to 
admit the illogical sideways glance at other possibilities, might it 
not be at the outer points C and D, which are just as stimulating as 
A and B? Some such choice might be justified by supposing the 
entrepreneur extremely vague about stimuli outside the range AB. 
He might find difficulty in combining utility and potential surprise 
to form the stimulation function, and thus be unsure of the position 
of the modes G and L. But we might suppose him as roughly 
marking out a range of outcomes “ at least as attractive ’’ as the 
outcome B, which would serve as a fixed point for comparison, and 
focusing attention on the outer point D of this range, which might 
be easier to identify (and therefore more present to the mind) than 
G. This scheme may seem somewhat far-fetched, but something 
like it seems to be needed to give expression to one’s instinctive 
desire to give some importance to the dispersion about the mode. 

The interesting thing about this solution, however, is that it 
gives the same results as (b) : for the standardised focus-outcomes 
in both cases are A and B, and the two solutions therefore map 
out the same points on the gambler indifference map. The two 
can be regarded as alternative ways of bringing the mind to the 
same conclusion ; so that the apparent attention given to dispersion 
in solution (d) is largely illusory. It is not, in fact, obvious how 
we can bring dispersion into a two-parameter system; and the 
discussion of three- and four-parameter systems, even if it could be 
true to nature, would lie beyond the compass of this article. 

All these alternative solutions are founded upon Mr. Shackle’s 
ideas, in that they involve focus-valwes ; and here his contribution 
is fundamental. A final example will suggest the wide range of 
subjects which now require re-thinking. The publication of Von 
Neumann and Morgenstern’s Theory of Games and Economic 
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Behavior was an event in the economic world,! since it 
opened up a new understanding of the nature of bargaining in 
small groups. But the keystone of that theory is the proof that 
the zero-sum two-person game is always “ strictly determined,” 
and this proof depends on the possibility that the players may vary 
their “ strategies ” or schemes of play from game to game accord- 
ing to certain probabilities. In other words, the theory makes 
essential use of frequency-ratio probability. It does not follow 
that its applications to economics will be invalid, but clearly the 
whole theory will require careful reconsideration. 
C. F. Carter 
Emmanuel College, 
Cambridge. 


1 See J. R. N. Stone, Economic Journat, June 1948. 








REVIEWS 


Le systéme monétaire de Bretton Woods et les grands problémes de 
Vaprés-guerre. By Pror. Ropert Moss&. (Paris: Librairie 
du Recueil Sirey, 1948. Pp. 156.) 


In this elegant and lucid super-pamphlet Prof. Mossé, who was 
a member of the French Delegation to the Bretton Woods Con- 
ference, sets himself a three-fold task: first, to give a critical 
exposition of the Articles of Agreement of the International 
Monetary Fund; secondly, to give an account of the functioning 
of the Fund in the face of post-war monetary problems as these 
have actually developed; and thirdly, to make some suggestions 
for changes in its constitution and practice which would enable it 
to play a more active and constructive part in combating present 
difficulties. 

The preliminary task of exposition is brilliantly performed. 
In Prof. Mossé’s limpid and persuasive French the crabbed and 
Rabbinical clauses of the Fund Charter are dissolved like lumps of 
ice in warm milk, and the Plan, whatever its defects, assumes a 
coherent and easily intelligible shape. 

To its defects, in general conception and in detail, Prof. Mossé 
is anything but blind, bringing to bear on them, as is natural, the 
viewpoint of a good European and a member of a nation which 
was certain to stand in need of lavish post-war help. In consider- 
ing his criticisms, let me dispose first of two matters in one of 
which he seems to me to be inaccurate and in the other, like 
certain British critics before him, to be definitely if unintentionally 
unfair. (1) The central obligation of membership (not “to 
impose restrictions on the making of payments and transfers for 
current international transactions,” Article VIII, 2(a)) was not, 
as is suggested on p. 39, understood by the Americans or anybody 
else to carry the obligation to abolish centralisation of exchange 
dealings. It was well understood that some countries would 
continue to operate centralised systems even after the end of the 
transitional period; and the obligation was to operate them in 
such manner as to preserve effective convertibility. (2) The 
provision (Article VI, 2) permitting “ creditor ” countries to have 
recourse to the Fund for financing capital transfers was not, as 
suggested on p. 26, a valuable privilege selfishly claimed by the 
* creditor ” countries, but an attempt on their part to contribute 
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towards what Prof. Mossé elsewhere recognises to have been a 
most desirable objective—that of getting strong currencies back 
into the Fund. This clause encourages a “ creditor” country 
desirous of doing long-term foreign investment to do some of it in 
a manner which will replenish the Fund with its currency. 

This misunderstanding occurs in the course of one of several 
passages in which Prof. Mossé strongly criticises the various 
special rights accorded in Article XII to “ creditors ” in the Fund 
and the various limitations and charges imposed in Article V on 
the operations of ‘‘ debtors,’ and roundly dismisses the whole 
concept of ‘“ creditors”’ and ‘‘ debtors’ which underlies these 
provisions as inconsistent with the professed character of the 
Fund as an association of equal members, mutually exchanging 
currencies of equal status. Obviously the provisions in question 
are debatable, as indeed they were debated, in detail. But I 
venture to regard Prof. Mossé’s attitude as somewhat pedantic 
and unrealistic. On the point of form, the creditor—debtor aspects 
of the scheme to which he objects would have been even more 
prominent in the Clearing Union set-up which he would apparently 
have preferred. And on the point of substance, it is rather easy 
to forget that when the Joint Statement of Principles (Cmd. 6519), 
of which the Fund Charter was an elaboration, was drawn up, 
even UNRAA was in its earliest infancy and not only the Anglo- 
American Loan and Marshall Aid but even the Fund’s own yoke- 
fellow the International Bank—even the definitive cancellation 
of Lend-Lease—were all still in the womb of time. However 
much the authors of the Fund might desire to be building for a 
“normal” future, they could not ignore the danger that their 
infant would be subjected to excessive pressure in its early days. 
In these circumstances it was not only the “ creditors,”’ it was the 
serried rows of hungry “debtors”’ who sat round the Bretton 
Woods table who needed protection—protection from each other’s 
potentially limitless voracity! Prof. Mossé’s two charges—that 
‘* dollar shortage ’” was not foreseen, and that too much care was 
taken to protect the limited supply of dollars then in sight, surely 
go some way towards cancelling each other out. 

Critical as he is of many of the original concepts of the Fund, 
Prof. Mossé writes appreciatively of its endeavours to soften those 
concepts in practice and to adapt its policies to the exigencies of 
the uneasy world into which it found itself born. His account of 
its principal public shindy, that with the Government of France 
in 1947-48, is instructive and fair-minded; and he gives it due 
credit for its services as a forum of international discussion and 
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for the enlightened opportunism of its attitude towards the sur- 
vival of exchange controls and towards the fixing—and the kceping 
unfixed—of exchange rates.1 And there is evidently a prima 
facie attractiveness about his contention that it should now cease 
to wait for a “ normal ” world that is so long in being born, and 
should undergo such changes as are needed as to enable it to throw 
its weight more effectively into the battle with what has turned 
out to be the most spectacular economic problem of our time—the 
continuing lack of balance between the dollar and the non-dollar 
regions of the free world. 

In commenting on Prof. Mossé’s specific proposals, one must 
remember that they were put forward before the devaluations of 
September 1949 and the accompanying Washington conversations 
had turned the spotlight on new dangers and new hopes. Never- 
theless, one must judge their usefulness in the light of these later 
developments. That being so, they seem to me to be of such a 
character as to inspire grave doubts. For they are founded upon 
two assumptions which I personally should be loath to accept. 
The first is that the “ planification” of foreign trade by 
** économies cloisonnées et nationalement dirigées,” moved only in a 
minor degree by considerations of price (pp. 121-2, 127), must be 
accepted as a permanent feature of the environment in which the 
Fund will have to work. The second is that an attempt can use- 
fully be made by means of automatic gadgets to bring home to 
creditor countries their undoubtedly grave responsibilities. From 
these two roots springs the great idea (not unfamiliar to readers of 
some of the publications of the London Chamber of Commerce). 
The rules of the Fund, says Prof. Mossé, should be so altered as to 
compel those members whose currencies are becoming scarce in the 
Fund to buy up the abundant currencies and use them for planned 
purchases of ‘‘ additional ’’ imports or investments, under penalty 
of the money becoming invalid (périmer) if not so spent (p. 133). 
Alternatively, but as a second best, the Fund should endeavour 
to sell redundant currencies at cut rates to countries prepared to 
use them for the organised purchase of “ additional” imports 
(p. 134). And the scope for such transactions should ultimately 
be increased (this part of the programme is sketched in rather 
vaguely) by turning the Fund from a lender of last resort into a 
general clearing-house for all transactions between national 
exchange authorities (‘‘ une sorte de super-centrale des devises,” 
p. 129). Meanwhile it should play an active part in the promotion 


1 He underestimates, I think, the inconveniences of a floating exchange rate 
as anything but a very temporary expedient. 
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of intra-European trade by guaranteeing a European clearing 
system (p. 138). 

No one would deny the reality or the difficulty of the problems 
with which Prof. Mossé is concerned. It is certainly to be desired 
that the nations of Europe should somehow become more efficient 
laundrymen for each other’s washing, provided only that that does 
not militate against their becoming more efficient bootblacks for 
the dollar world; and it may be that the Fund will feel moved, 
and find means, in due course to give more help in fostering the 
former process than, given the existence of E.R.P., it has hitherto 
seen occasion to do. But it may also well be that in this sphere 
of intra-European commerce the time is ripe and the omens 
favourable for a decline rather than an increase in the intensity 
of the “ planification ” of foreign trade, and in that case it would 
be a pity to undertake a thorough revision of the Fund Charter 
based on the opposite assumption. Looking across the Atlantic, 
it is indeed essential that the dollar world should learn to acquiesce 
with a good grace in having its boots blacked. But the recognition 
of creditor responsibilities is a plant of tender growth, in 
constant peril from the vested interests of private businesses, 
labour unions and Government Departments, and needing much 
firm but tactful cultivation by the enlightened statesmen and 
publicists who realise its necessity. I cannot but think that their 
task would be immensely hampered by an attempted revision of 
the Fund Charter which could be not untruthfully represented as 
an attempt to bludgeon the American people, on pain of losing its 
money outright, into organising gigantic schemes of State pur- 
chase, in which it does not believe, of over-priced commodities 
which it does not want. 

During one of the preliminary discussions in 1943 of the 
abortive Clearing Union, someone evolved and handed secretly 
round the table (or part of it) the following quatrain : 


The problem of working this document out 

Is rendered acute by a troublesome doubt :— 

Ought we to love, honour, cherish and thank or 

To kick on the backside the blokes who hold bancor ? 


That dilemma, in new forms, still perplexes the European 
mind. In Prof. Mossé’s final proposals, as in his initial criticism 
of the Fund Charter, I cannot help finding rather too strong a 
strain of that natural impulse to plant kicks on the backsides of 
one’s benefactors which at times overcomes us all, but which a 
wise statesmanship will seek to sublimate, so far as may be, into 
an earnest endeavour to pay our own way, even at the cost of 
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some disturbance to our established habits of life and our 
cherished ideological shibboleths. 
D. H. RoBEeRTsON 
Trinity College, 
Cambridge. 


British War Economy. By W. K. Hancock and M. M. Gowrne. 
(London: His Majesty’s Stationery Office. 1949. Pp. 
xvii + 583. 21s.) 


Tus first volume in the United Kingdom Civil Series of 
Histories of the Second World War will stir many nostalgic 
memories in the breasts of English, and perhaps also American, 
economists. Any review must begin by paying tribute to the 
tremendous labours of the authors and the remarkable picture 
that they have presented of the immensely complex ramifications 
of the economy at war. Indeed any reviewer must fear that his 
own very natural criticisms of some of the authors’ conclusions 
may spring from a failure to have achieved in war-time the 
detachment and the synoptic view which the authors, without the 
same responsibility for detail in particular fields and without the 
dangers of departmental loyalties, have so clearly aimed to attain. 

Yet in a sense, if one major criticism of this book is to be made, 
it is that it does not make it easy for its readers to achieve that 
synoptic view. In the first place, as the Preface frankly admits, 
this is not an exhaustive picture of the war economy. It is 
described by the authors as “ a central [view]; it might be called 
the War Cabinet view or—for the crucial middle period of the 
war—the view of the Lord President’s Committee.” But it is 
only in a limited sense a view as wide as that. For the Lord 
President’s Committee (and still more the Cabinet) was a group 
of ministers who met to transact business in a certain field, but 
came to it equipped with knowledge of the progress and the 
problems of the war in a much wider field. This volume marshals 
the problems with which those Ministers dealt, but it does not 
marshal the full knowledge that was in their minds in dealing with it. 

And, in the second place, one very important aspect of the 
war economy is not here reviewed. The whole of the problems 
of war production are reserved to be handled in a volume which 
Professor Postan is writing. This may have been inevitable. 
But Professor Hancock has not hesitated to draw on the work 
of other war historians for his treatment of the central problems 
of manpower, of food and agriculture, of shipping and, to a rather 
less extent, of raw materials. The result has been that we see 
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here the negative aspects of the story, the release of resources 
for war, but we do not see them in close relation to the positive 
side of the development of war production. Nor do we see as 
one single problem the central issue of the maximum concentration 
of effort upon the enemy, with its related problem of how 
“ capitalistic ”’ the war should be—how a balance could best be 
struck between larger numbers in the forces and larger equipment 
per head with greater intensity of munitions production. Thus 
the whole central picture will emerge only when Professor 
Postan’s volume appears. Even then it is not clear whether we 
shall have a single synoptic view of the economic war effort in 
all its aspects. 

I have deliberately stressed this because to my mind one of the 
key problems of economic administration in war is the provision 
of adequate information at the centre to enable the major central 
decisions to be taken wisely. The machinery of co-ordination 
receives little discussion in this volume, but if the history is in 
any sense intended to glean lessons for future war administrators, 
these were lessons that were worth putting on record. 

Curiously the difficulties that beset anyone who needs to 
form a synoptic view are almost perfectly exemplified by the 
book itself. Its architecture is partly chronological, it is partly 
also topical. The chronclogical division breaks the book into 
five parts: a perspective of the Napoleonic Wars, of 1914-18, 
and of the phases that led up to the outbreak of war in 1939; 
the nine months down to Dunkirk; the period from Dunkirk to 
Pearl Harbour; Pearl Harbour to Normandy; and finally, the 
period after Normandy and the first thoughts on the problems 
of reconstruction. Within this chronological division we have 
the various topics—manpower, transport, finance, civilian 
standards, inter-allied co-operation—discussed in relation to 
each period. Thus there are five discussions of manpower, 
if one includes the discussions of 1914-18 and of the post-war 
problems of transition. But each is in large measure self-con- 
tained, and some of the periods—particularly that from Pearl 
Harbour to Normandy—cover what is not only a long time 
measured in years, but also a number of very varied phases of the 
war. It is very far from easy, even for one who lived through 
these events in the midst of the machine that Professor Hancock 
is describing, to re-create for himself the full situation of March 
1941, or of July 1942, or to remember what exactly were the 
problems of expansion of war effort or of inter-allied planning 
that were paramount at each of those moments. Yet without 
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the full picture it is impossible for any reader, in the midst of a 
discussion dealing only with manpower, to make up his mind 
whether Professor Hancock is right or wrong in castigating as 
severely as he does the Board of Trade for excessive zeal in con- 
centrating industry when the demands for manpower did not 

(as he holds) justify it. Again, is Professor Hancock right in 
castigating the Joint War Production Staff for wishing to see the 
possible scales of mobilisation of the forces and munitions in the 
early autumn of 1942 before the results of the count of unemploy- 
ment books was available? What programme decisions or what 
Anglo-American discussions were at issue? Again, is Professor 
Hancock right in holding that we were unnecessarily alarmist 
about imports and stocks in 1942 and the spring of 1943? Can 
his historians really estimate ex-post the minimum insurances in 
the form of stocks which the Ministry of Food ought to have 
demanded ex-ante? He himself, on p. 434, seems in only half- 
hearted agreement with the views of the historian of Food Policy 
quoted on pp. 432-3. 

I have instanced these cases taken at random, because in all 
three my own judgment was, and remains—very possibly wrongly 
—opposed to the verdict of the historians. It is always esthetic- 
ally and intellectually desirable not to attempt to move the 
administrative machine faster than it can decently deliberate, 
digest and operate. But there were moments in the war when 
the machine had to be shaken out of its lethargy. It is strange 
that the authors, who are patently shocked by the lethargy of the 
first nine months, seem at moments to be equally shocked by 
excess of zeal. 

_ This impression is perhaps heightened by one curious feature 
of the history. War, whether one likes it or not, is essentially a 
competitive struggle. We were fighting the Germans. Our 
task was to mobilise more thoroughly, to employ our resources 
more wisely, to distribute them more effectively, to bring them to 
bear on the enemy more violently. Did we do so? The answer 
is not to be found here. The German economy at war and its 
achievements receive scant mention. When comparison is 
made, it is made rather with our Allies. Our own mobilisation 
is compared and contrasted with that of the United States in 
considerable detail, but in the end with little profit. For the 
essence of the activities of the United Kingdom and the United 
States was that they were complementary; our mobilisation 
of resources in the forces and munitions would have been less if 
they had not retained the resources in agriculture to feed us, 
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and in other industries to minister to many of our civilian needs. 
I very much hope that before the war histories are completed, 
room will be found for a comparative analysis of the Axis and 
Allied war economies. First attempts at measurement have 
been made by Professor A. J. Brown, Mr. Kaldor, Dr. Morgan, in 
a review printed below, and by others. I think Professor Hancock 
is, moreover, a little conservative in suggesting that we do not 
(and did not in war-time) know within reasonable margins of 
error the real sources of our own war effort. If the purists of the 
Central Statistical Office were reluctant to make estimates, we 
had, and used without benefit of clergy, less official estimates. 
Mr. Kaldor’s reviews in the Economic JouRNAL of the first two 
National Income White Papers illustrate what could be done in 
this way. 

What are the chief impressions that this critical study of the 
economy at war leaves on one’s mind? The most powerful 
impression is undoubtedly the missed opportunities of the last 
years of the peace and the early months of war. It is almost im- 
possible to understand why no one heeded Sir Arthur Salter, and 
no substantial reserve stocks of timber, iron-ore and steel, and of 
the bulk foods, particularly wheat and sugar, were built up. In 
retrospect the bungles of those who attempted before the war to 
foresee our shipping problems and our railway problems of port 
clearance are largely to blame. It is almost equally impossible to 
re-create in one’s memory a coherent picture of the world in the 
first nine months of war, of the lack of determination and leader- 
ship, the self-created obstacles which melted away after Dunkirk, 
the loss of precious time which we could in no sense afford. 

Of the odd problems of that period, the history does little to 
solve what I have always regarded as the oddest. Why did we 
devalue the pound by 14% at the outbreak of war? Many of the 
early difficulties of inflation, wage increases and the like flowed 
from that action. Far too much of the thought and effort of those 
who should have been converting the economy to war were 
temporarily misdirected into dealing with the consequences of 
devaluation. Was it a deliberate action, or was it wholly un- 
expected and inadvertent ? 

The other chief impression that remains is the extraordinary 
difficulty of judging ex-ante the potential scale of the war effort. 
Already in 1940 the Chancellor of the Exchequer is nervous that 
it is being pitched too high and that inflation is a danger to be 
greatly feared. By 1942 we are convinced that we have almost 


reached maximum mobilisation. Yet by 1943 we have found 
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over a million more men and women for the forces and munitions. 
By 1943 we were certain that mobilisation was past its peak. And 
in a sense it was; the total of the forces and munitions declined 
slightly by 1944. But if the casualties of the year are added, 
the total withdrawn from other employment was still increasing. 
If there is a moral, it is surely that a country that has leadership 
and determination can go far beyond the sober calculations of 
peace-time statisticians, and can continue to scrape the barrel 
when all the evidence shows that it is empty. But above all the 
moral is surely that we can never exaggerate the value of the 
leadership of Mr. Churchill, when allied to the wisdom and 
unifying skill of Sir John Anderson. 

There is one major question about this history which will, I 
know, be hotly debated by all who served in the Civil Service 
during the war. Itisa criticism not of Professor Hancock and Mrs. 
Gowing, but of the rules imposed upon them from above. 
Throughout this history, ministers, or a few of them at least, 
have a corporeal existence. Maynard Keynes intermittently and 
illegally refuses to be disembodied. Civil servants are phantoms, 
and their actions are the mere implementations of ministerial 
policies. But no one who lived in Whitehall will be deceived by 
this. I shall say flatly that I regard an attempt to write the 
central history of the British War Economy without naming 
Edward Bridges, Norman Brook, Wilfrid Eady, John Henry 
Woods, Godfrey Ince, Cyril Hurcomb, and among our economists 
Lionel Robbins, John Jewkes, James Meade, Arnold Plant, as 
the purest nonsense. Do the historians propose to emasculate 
military history and conceal Montgomery, Alexander and Wavell 
on the ground that they were carrying into effect the policies of 
the Minister of Defence? The war economy grew into its shape 
and achieved its vitality through the energies and vision of these 
men. Let us openly recognise how much the country owes to 
them. 


Austin RoBINson 
Sidney Sussex College, 


Cambridge. 


Problems of Socialist England. By BERTRAND DE JOUVENEL. 
Translated by J. F. Huntinapon. Foreword by GEOFFREY 
CrowTHER. (London: The Batchworth Press, 1949. Pp. 
xvii + 221. 12s. 6d.) 


Tus is a first-rate book. M. de Jouvenel visited England 
after the end of the war and observed the post-war political and 
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economic scene. How easy it would have been for him, like so 
many of us here, to observe the trees and miss the shape of the 
wood ; but this he has most successfully avoided. His book is not 
overburdened with detailed studies of particular English problems, 
but, in the opinion of the reviewer, it brings out clearly and sharply 
the essential problems which we in this country have to face. 

The author visited this country in the autumn of 1946. His 
first chapters give his impressions of England at that time; later 
chapters bring his story up to the crisis of the summer of 1947 and 
the suspension of convertibility of sterling ; and finally an Epilogue 
is added in this English edition of his book after the author had 
revisited England in the autumn of 1948. 

What then are the salient features of our present position which 
M. de Jouvenel brings out so clearly ? 

First and perhaps foremost, he makes it clear that it is the 
changes in the external position of the United Kingdom rather than 
any specifically internal problems or experiments which are of 
fundamental importance to us. Politically this country was left 
after the war with no major power in Western Europe to share the 
front-line resistance to the totalitarian threat from the East of 
Europe. Moreover, this change in Europe has occurred at a time 
when in the Far East and elsewhere peoples who constituted 
part of the political and economic empires of Western Europe and, 
in particular, of this country have grown to full independence. 

And this shift of external political power has coincided with a 
most profound shift in the external economic position of the United 
Kingdom. It is becoming increasingly difficult for anyone in this 
country to ignore the problems presented by our changed balance 
of payments position. But it shows wisdom when in 1946 a 
visitor to this country could assess so clearly as did M. de Jouvenel 
the extent to which the solution of our external problem must take 
precedence over all our internal problems if we are to preserve our 
standard of living and our greatness. 

Second, M. de Jouvenel brings out clearly how the ideas (or 
might one not say “ myths ”’?) on which much of our post-war 
economic policy has been based are those which Lord Keynes was 
preaching during the 1930s. An economic philosophy which was 
devised to deal with the world’s worst deflation has been power- 
fully at work in the formation of economic policy during a period 
of intense inflationary pressure. And the prevention of mass 
unemployment has been the basis of much action during these 
years when the unemployment percentage has in fact been 14°%4— 
or only one half of the figure which even the sanguine Lord 
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Beveridge considered to be the barest working minimum. M. de 
Jouvenel suffered from no illusions even in 1946 when he considered 
the inappropriateness of this philosophy. In his Epilogue written 
in 1948 he did himself, like many others, suffer from the illusion 
that Sir Stafford Cripps’ Budget of April 1948 marked the end of 
the excessive inflationary pressure in this country and of the 
economic philosophy which went with it. Alas, alas, events have 
proved his judgment on this matter to have been seriously at fault. 

Thirdly, M. de Jouvenel realises clearly (unlike some American 
Senators and some British Members of Parliament) that the 
nationalisation of coal, transport, gas, electricity and even iron 
and steel is almost completely irrelevant to the solution of our 
most immediately pressing problems such as the balance of pay- 
ments deficit. Indeed, so convinced was he on this point that in 
the first edition of his book he simply omitted to mention the 
subject at all; and he mentions it in his later remarks only in 
order to explain that this omission was due to his belief that the 
matter was an irrelevancy. 

It would be unfortunate to close this review on a note which 
might suggest that M. de Jouvenel has written a book simply on 
“Problems of Post-War England.” His book is in fact called, 
and rightly called, ‘‘ Problems of Socialist England.” Reading 
between the lines of this book one can surmise that the author’s 
English friends are to be found on the “ left ” rather than on the 
“right ” in politics and that his sympathies are fully engaged in 
the Social Democratic experiment which the Labour Party is 
conducting in this country. Perhaps it is not to read too much 
between the lines of his book to suggest that the author would fully 
agree that the State should intervene in economic affairs for such 
broad purposes as the prevention of general inflations or deflations 
of total demand and the attainment and maintenance of a tolerably 
equitable distribution of income and property. 

But what he certainly dislikes is the tendency on the 
“left” to supersede the working of the price mechanism and of 
ordinary economic incentives by direct controls which are bound 
in the end to lead to inefficient rigidity and to threaten progressively 
the freedom of the individual. Nor is he at all unaware of, or 
content with, the great and growing power of large trade unions, 
of vast industrial corporations (whether private or public) and of 
that final Leviathan, the State itself, over the individual citizen. 

Is it a dream that the State might be able to achieve its 
legitimate broad economic objectives without any excessive 
apparatus of deadening “ direct controls,” but merely by exer- 








1950] DURBIN : PROBLEMS OF ECONOMIC PLANNING 117 


cising such an influence over the price mechansim as to give the 
individual the incentive to do freely what is in the social interest ? 
That, at any rate, is the reviewer’s own pipe-dream. But let 
M. de Jouvenel speak for himself (page 196) :— 


“Tf, as I have suggested elsewhere, (L’ Economie dirigée, 
1928), a planned economy in a desirable shape is possible, 
it must be one which makes profitable to the individual what 
is of advantage to society, so that he brings to the service of 
Society the entire stock of energy with which he seeks 
naturally to satisfy his own needs. A planned economy is a 
good thing when it makes social action materially rewarding, 
so that a man’s own personal interest leads him to achieve 
it—becomes disastrous when it divorces social action from 
personal interest, and creates a state of things in which the 
commands laid on the individual are in flat contradiction to 
what it pays him to do. When that happens, it follows 
inevitably that individuals tend to do not what they are told 
but what is of advantage to them: and they embark on 
various illegal activities which are demoralising in their effect 
on character. Also it follows that Power must try, by 
methods of constraint, to force its subjects into the form of 
activity which it has imposed on them. The police and the 
black market darken the land.” 


Perhaps the author’s French background has coloured some- 
what the above expression; but for all that is not the judgment 


essentially correct ? 
J. E. MEADE 
London School of Economics. 


Problems of Economic Planning. By E. F. M. Dursin. Fore- 
word by the Rt. Hon. Clement R. Attlee. (London: Rout- 
ledge and Kegan Paul, 1949. Pp. x + 214. 15s.) 

The Socialist Tragedy. By Ivor THomas. (London: Latimer 
House, 1949. Pp. 254. 10s. 6d.) 

The Principles of Economic Planning. By W. ArtTuurR LEwIs. 
(London: George Allen and Unwin and Dennis Dobson for 
the Fabian Society, 1949. Pp. 128. 7s. 6d.) 


Evan Dvuresrn for many years up to his recent and tragic 
death had been the main philosopher of Democratic Socialism 
among the active members of the Labour Party. Mr. Ivor 
Thomas sees a head-on clash between Democracy and Socialism, 
and, as he leaves the Labour Party, dedicates his book: “ To all 
Social Democrats in the hope that when confronted with the choice 
between socialism and democracy they will choose democracy.” 
Professor Arthur Lewis writes a short book for the Fabian Society 
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urging the “ left ” to plan by inducement rather than by direction 
in the confident belief that by so doing, full individual freedom 
and democracy can be combined in an economy which at the 
same time preserves full employment, fair shares and productive 
efficiency. 

Evan Durbin’s book is a collection of papers which he had 
written over many years on problems of economic planning. It 
is not that complete and rounded work The Economics of Demo- 
cratic Socialism which he had hoped to produce as a twin com- 
panion to his remarkable book on The Politics of Democratic 
Socialism and which can now, alas, never be written. This book 
must be regarded as a collection of notes for that unwritten work. 

Some of the essays contained in this book are a little off the 
main theme: for example, his paper on “‘ Methods of Research ” 
with its forceful plea for a more fruitful marriage in economics 
between the formation of theoretical hypotheses and their factual 
verification and for closer co-operation in research between 
economists and other social scientists and, in particular, psycholo- 
gists; or his paper on ‘“‘ Government Administration and Effi- 
ciency ” with its startlingly bold critique of the virtues and vices 
of the higher Civil Servants. These essays are not the least 
interesting in the collection, but considerations of space demand 
that this review should be confined to the papers with the more 
central interest from the point of view of economic planning. 

As Evan Durbin himself never tired to point out, there are 
many points on which liberal-minded and progressive economists 
and politicians are fully agreed. They agree upon the need for 
budgetary and monetary policies which are designed so to control 
total monetary purchasing power as to avoid inflation on the one 
hand and deflation and mass unemployment on the other. They 
agree upon the desirability of a policy for reducing inequalities 
by means of social services, progressive taxation, equality of 
educational opportunity and a more equal distribution of inherited 
property. They agree that private monopolies must not be 
allowed to exploit the public and that this involves in varying 
degrees the outlawing of restrictive practices, the control of 
prices or the socialisation of monopoly concerns. None indeed 
has done more than Evan Durbin himself to promote these ideas 
in this country. 

In the present collection of papers there is surprisingly little 
discussion of the detailed policies required to promote either full 
employment (which is probably to be explained by the fact that 
Evan Durbin had published his views on this problem in separate 
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works such as T'he Problem of Credit Policy and Socialist Credit 
Policy) or a more equal distribution of wealth, though on this 
latter question he is clear that it is a more equal distribution of 
inherited property which now lies at the root of the problem. 
On p. 22 he writes: ‘‘ We should, therefore, as Socialists seek to 
equalise the distribution of property rather than to liquidate it 
as an institution. It is too late, in any case, to do anything else.” 

There remains a whole range of questions which are much 
more controversial, namely, Should the State socialise the whole 
or the greater part of industry ? and Should the State consciously 
plan the operations of industry? To these questions Evan 
Durbin replies Yes, and these answers are perhaps the main theme 
of these collected papers. In a significant passage (p. 44) he 
writes: ‘‘ The element common to all the forms of new control 
we regard as ‘ Planning’ is the extension of the size of the unit 
of management.” Again and again in these essays we meet the 
argument that progress demands the more conscious planning of 
our economic life. For example, he writes (p. 50): “It is the 
essence of an unplanned and competitive arrangement of industry 
that the persons who take decisions about output and investment 
should be blind. They control such a small fraction of the output 
of a single commodity . . . that they are not and cannot be aware 
of the consequence of their own actions.” And on p. 59 in an 
essay written in 1946, having explained that after the present 
programme of socialisation has been achieved the socialised sector 
will include only 25% of the country’s labour, he writes: “‘ The 
pace of change is, therefore, modest—as might be expected in this 
slow-moving country ”—with the obvious implication that the 
policy which he favours would ultimately lead to a much more 
extensive field of socialisation. 

What are the reasons which lead Evan Durbin to advocate 
this extensive replacement of private by public ownership and 
of individual enterprise in a free market by large-scale planning ? 

First, there is the argument (p. 45) that “social equality 
cannot be achieved in an unplanned world ” on the grounds that 
the capitalist system depends upon large incomes from profit to 
give the incentive to produce and to provide the funds from which 
savings can be made. But cannot budget surpluses (used to 
reduce national debt of which there is a supply sufficient to last 
our lifetime!) provide the necessary savings? And, cannot 
measures for greater equality now be concentrated, not so much 
on the prohibitive taxation of earnings and of the profits of 
enterprise, as on greater equality of educational opportunity and 
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a reform of inheritance which will diminish inequalities of inherited 
wealth without drying up the mainsprings of the market 
mechanism ? 

Second, there is the argument that the free market will not 
take into account many social costs and advantages in under- 
taking certain lines of production (cf. p. 51). But cannot the 
modification of the free market by taxation or subsidisation where 
there are important divergences between the social and the 
private net advantage achieve as near an approximation to the 
ideal as the rather stultifying habits of planning on too large 
a scale ? 

Thirdly, there is the very important argument (p. 53) that 
socialisation will increase productivity by altering the attitude 
of the worker to his job when he no longer feels that he is merely 
working for someone else’s profit. But are not there other means 
of achieving workers’ interest in, loyalty to, control of, and even 
ownership of, the individual businesses in which they work 
without leading to state-owned monopolies ? 

If progress can be made in an economic policy for the “ left ”’ 
which does not ultimately involve the extensive state ownership 
and large-scale planning of most of industry, the whole sting would 
be removed from Mr. Ivor Thomas’s critique of the policy of the 
labour government. Much of Mr. Thomas’s book must be regarded 
as partisan polemics. The reviewer, for example, cannot take 
very seriously the account of the way in which in Russia in 1917 
the Mensheviks were defeated by the Bolsheviks as evidence that 
social democracy in the United Kingdom in 1949 inevitably leads 
the same way as communism. But there is, nevertheless, a very 
powerful economic argument in Mr. Thomas’s book : Socialism 
means nationalisation (p. 22); state ownership means the end of 
incomes from property and of private ownership of property 
(p. 26); this means the end of the profit motive as the mainspring 
of economic incentive, and all industrial activity must therefore 
be planned and directed by centralised decision (p. 27); and 
some element of private property and of competition among 
employers is desirable since “ it prevents an excessive concentra- 
tion of power in the hands of the state ” and enables people “ to 
pursue courses that they would not be able to pursue if they were 
tenants of a universal landlord or the servants of a universal 
employer ” (p. 124). 

To the present reviewer at least there appears to be much 
sound sense in this criticism, though Mr. Thomas is not so con- 
vincing when he goes on to argue that socialisation necessarily 
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means the end of consumers’ freedom of choice (p. 130). Indeed, 
much of Evan Durbin’s book is concerned with showing that by 
adopting a suitable pricing and costing policy socialised enter- 
prises could follow consumers’ choice as well as private enterprises. 

Professor Lewis’s book suggests the way out for the liberal- 
minded members of the Labour Party. He believes whole- 
heartedly in the necessity for the State through its monetary and 
fiscal policies to preserve a high and stable level of monetary 
demand for goods and services in general and so on the one hand 
to achieve 1 high level of employment and on the other hand to 
avoid the evils of inflation; he advocates measures such as the 
reform of inheritance laws, a capital levy and greater equality 
of educational and social opportunities, to remove the worst 
inequalities without relying too heavily upon stultifying ration- 
ing schemes or the prohibitive taxation of earnings; he argues 
either for the socialisation of large monopolies or else for “ trust- 
busting ” and other social controls over business to prevent the 
formation of monopolies and the growth of restrictive business 
practices. But for the rest he wishes to get rid of direct controls 
over business and to minimise the field of socialisation ; he desires 
to restore the market mechanism and the constructive forces of 
competition and private initiative; and he proposes that what . 
particular interventions are still necessary in the social interest 
should take the form of taxes or subsidies to discourage or to 
encourage particular activities rather than direct prohibitions, 
quantitative controls or detailed bureaucratic regulations. In 
short, in his own expressive phrase, he wishes to plan by induce- 
ment and not by direction. 

It would be wrong to give the impression that Professor 
Lewis’s book is a short philosophical essay on first principles. Far 
from it. In the very brief compass of 128 pages the author 
manages to apply these principles to the present problems of the 
United Kingdom. He covers the distribution of wealth by ration- 
ing, by taxation and by inheritance; the fiscal and monetary 
policies needed to avoid inflation; nationalisation; the control 
of monopolies; foreign trade; and the encouragement of mobility 
of the factors of production and in particular of labour between 
different occupations and regions—unlike Evan Durbin, rightly 
placing very great stress on this last problem. 

It would be impossible in the scope of this review to enter 
into a detailed criticism of the many and varied suggestions which 
Professor Lewis makes on these points. On some of them his 
proposals appear_to the reviewer to be perhaps oversimple, and, 
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in one or two cases, almost naive. But there can be little doubt 
that Professor Lewis has in fact presented to the Labour Party 
an alternative type of policy for the “ left,”” one which has in fact 
never in any country been really tried and which, in the opinion 
of the reviewer, has everything to commend it. 

It is surprising and disturbing how little stress is placed in 
Evan Durbin’s or Mr. Thomas’s book upon problems of inter- 
national trade and of the position of this small island in the 
world economy. Even Professor Lewis, though he has a chapter 
on “foreign trade”’ and an appendix on “economic union,” 
misses a great opportunity. One of the most cogent reasons for 
the use in this country of the price mechanism on the lines which 
Professor Lewis advocates is that on the basis of such a policy 
co-operation in a world economy is possible both with other 
democratic—socialist countries and with other liberal—capitalist 
countries. On this basis the Labour Party could regain its true 
internationalist outlook without losing its domestic progressive- 
ness. The price mechanism could be used to determine objectively 
the flows of trade and the localisation of industries between 
nations. But it is folly to believe that a series of national socialist 
regimes, if they rely upon arbitrary quantitative controls and 
regulations for their domestic policy, will ever be able to reach a 
harmonious international plan; and international agreement on 
any rational basis between such a national socialist regime and a 
liberal-capitalist regime is practically inconceivable. That the 
type of policy which Professor Lewis advocates would enable this 
little island to find its true place once more in a world economy is 
perhaps the most important argument for his case; and it is a 


pity that he totally neglects it. 
J. E. MEADE 
London School of Economics. 


Soviet Economic Development since 1917. By Maurice Doss. 
(London : Routledge and Kegan Paul, 1948. Pp. vii + 474. 
18s.) 


Mr. Doss goes over again here the ground covered in his 
Russian Economic Development since the Revolution, which was 
published over twenty years ago. But he has substantially 
redone this earlier study, and at the same time has gone far beyond 
it in order to bring the story up to date. The result, then, is a 
quite new work, and one which, in view of the author, necessarily 
commands the attention of serious students of the Soviet system. 
In the first chapter and in scattered passages elsewhere 














1950] DOBB: SOVIET ECONOMIC DEVELOPMENT SINCE 1917 123 


reference is made to the theory of planning. This does not seem 
to be the place to try to discuss in any detail Mr. Dobb’s general 
outlook on this subject, particularly his notably pessimistic view 
as to the usefulness of “ equilibrium analysis.” The reasoning 
on this as sketched here seems to be broadly similar to that in his 
previous writings on the same subject. In the present volume, 
however, Mr. Dobb refers to the Soviet experience as evidence, 
and comment may be made on this aspect of the discussion. 

Reference is made, for one thing, to the Soviet practice of 
accounting for capital, particularly the failure to include an 
interest charge in the cost accounts except for working capital 
for seasonal and other special needs. Mr. Dobb is, of course, 
right that this practice is in conflict with orthodox economic 
principles. Or rather he is right if one adds the necessary proviso 
that the Russians do not seem in any case to base investment 
decisions on anything like orthodox principles, so that “ interest ” 
apparently does not come in through the back door in the form 
of “ profits.” But one wonders at the conclusion that the Soviet 
practice tends to refute the orthodox principles, in so far as it 
shows the “ feasibility of centrally planning the allocation of 
investment . . . without the device of a market for capital 
goods or of an interest charge on capital as an accounting category ” 
(p. 13). Obviously the Russians have survived on this basis, 
and perhaps Mr. Dobb means only to point to this fact. But of 
course the interesting issue is not this, but how well they have 
survived, and whether they might not have done even better 
with a more orthodox accounting procedure. Regrettably Mr. 
Dobb does not attempt at all to deal with this aspect. 

As to just how the Soviet investment decisions are made, Mr. 
Dobb is not especially illuminating. This is entirely understand- 
able in the light of the Russians’ own reticence on the subject. 
But interestingly, as he notes, there are indications that limited 
use has been made of a rather conventional standard rate of 
return as a guide to investment decisions. At the same time, 
some recent Soviet writings seem to indicate that, in contrast to 
Mr. Dobb, the Russian economists themselves are by no means 
satisfied with their current practice; one has gone so far as to say 
that “‘ Inadequate treatment of this interesting theoretic problem 
. . . has had undesirable consequences.” 

Another novel theoretic view advanced concerns the invesf- 
ment potential of backward countries. As Mr. Dobb sees it, 
current notions on this subject tend to understate this potential 
because of a failure to give sufficient weight to deficiencies in 
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the economic organisation of the backward country; in so far as 
such deficiencies can be overcome, the possibilities for investment 
are greatly enlarged, and a high rate of industrialisation need 
not be associated even momentarily with any diminution in 
consumption, such as might otherwise be expected. Clearly 
Mr. Dobb points here to an interesting question, and one deserv- 
ing of more attention from economists than it has received to 
date. But the question is empirical, and accordingly it is of 
much interest to turn to the Russian experience in this connection. 

As Mr. Dobb sees it, this substantiates his thesis. In par- 
ticular, the First Five-year Plan provided not only for rapid 
industrialisation but steadily rising living standards as well. 
It is acknowledged that in fact living standards may have 
decreased under the plan; but this failure to fulfil the plan was 
due mainly to “extraneous” factors, such as collectivisation 
losses, which can hardly be considered as necessary concomitants 
of industrialisation. The plan itself then stands as evidence 
for the stated view. 

But obviously there is an implied assumption here: that 
the plan as formulated was feasible to begin with, in the sense 
that the goals were mutually consistent, and the underlying 
assumptions realistic. Unfortunately, even a superficial inspec- 
tion indicates many reasons to doubt this fact, including par- 
ticularly the atmosphere of political controversy out of which 
the plan grew, and the fact that this was after all the First Five- 
year Plan, so that Soviet long-range planning techniques were 
in their infancy at the time. A careful study of all the evidence, 
I believe, would only strengthen this impression. It is not 
contended, of course, that ‘‘ extraneous factors ” did not limit 
Soviet progress in these years; rather that the goals of the plan 
probably could not have been fulfilled even under the best of 
circumstances. The bearing of the First Five-year Plan on 
Mr. Dobb’s thesis, then, is obscure to say the least. 

Almost inevitably, the record of Soviet economic develop- 
ment presented is controversial at many points other than those 
bearing on planning theory. There is for one thing the question 
of the Soviet aggregative production statistics in terms of “‘ 1926- 
27 roubles.”” Mr. Dobb uses these statistics extensively. As he 
notes, however, there are divergent views as to their reliability, 
and one wonders that his own review of the First Five-year 
Plan did not inspire greater caution in regard to these data. 
Originally scheduled to run through the fiscal year 1932-33, the 
plan was declared completed at the close of the calendar year 1932. 
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According to the aggregative production data in terms of 1926-27 
roubles, it would seem that the Russians must have fulfilled the 
plan for heavy industrial goods: the index of aggregate capital- 
goods production in 1932 stood at 273% of 1927-28, or above 
the goal called for in the so-called ‘“‘ optimal variant” of the 
plan that was made official in 1929. Data on production in 
physical terms in a number of basic industries, however, show a 
quite different picture. The output of steel in 1932 was 148% 
of 1927-28, only 57% of the goal; of coal, 182% of 1927-28, 
only 86% of the goal; and of electric power, 268% of 1927-28, 
a spectacular increase, but still only 61% of the goal. Thus, 
referring to the production data in terms of 1926-27 roubles, 
Mr. Dobb is able to conclude that the Russians scored a “ brilliant 
success’ in heavy industry. Yet, referring to the data on 
production in physical units, he finds that “ curiously enough ” 
several basic industries were “laggards” (pp. 255-6). In trying 
to form one’s own opinion of the apparent inconsistency in the 
Soviet data, account must be taken of two facts: (i) As already 
has been mentioned the goals of the plan may not have been 
closely integrated to begin with. Obviously under this circum- 
stance, some discrepancies in the degree of fulfilment of different 
targets would have been unavoidable. (ii) While the accuracy 
of the 1926-27 rouble data has been questioned, the production 
figures in physical units generally are considered reliable by 
students of the Soviet economy. 

A question must be raised, too, about the discussion of the 
Soviet labor legislation of 1940. This provided, among other 
things, for the legal attachment of a worker to his place of work, 
the administrative transfer of skilled workers and technicians 
from one place of work to another, and for the drafting of youths 
for vocational education and their subsequent compulsory 
allocation to industrial jobs. Mr. Dobb must be right in referring 
to the international situation of 1940 as a factor in the introduc- 
tion of these draconic controls. But he neglects to mention 
that the 1940 legislation is still in effect. Under the Fourth 
Five-year Plan (1946-50), the so-called Labor Reserve Schools 
to which the youths are drafted are supposed to be the main 
source of new labor recruits in industry. Possibly the Russians 
now intend to continue the labor controls only for the duration 
of the reconstruction period. Yet other emergency measures, 
such as rationing, have already been abolished, so one suspects 
that some or all of the labor legislation may acquire a semi- 
permanent status. Soviet writers seem to speak of the labor 














126 THE ECONOMIC JOURNAL [MARCH 


draft in particular as an established rather than an emergency 
feature. 

But I fear this review has been unduly critical. Mr. Dobb 
assembles and presents in systematic form in this volume a 
prodigious amount of information on practically all phases of 
Soviet economic life. This reviewer knows of no single volume 
to which one can turn for a more thorough account. Like his 
earlier study, the present one will be a standard work in the 
Soviet economics field for many years to come. 


ABRAM BERGSON 
Columbia University. 


Karl Marx—Critique de son Economie Politique. By C. van 
OVERBERGH. (Brussels: Office du Livre, 1949. Pp. 360.) 


Tuts is the first of two volumes, containing a preliminary 
survey, followed by a series of brief criticisms of Marx’s economic 
theories point by point, and finally by a detailed criticism of the 
labour theory of value. A second volume, applying detailed 
criticism to the rest, is to follow. The work is frankly polemical ; 
it is directed to making a case against Marx. So understood, it 
is well done. The summaries of Marx’s position are admirably 
clear and concise, and the criticisms which follow them are 
pointed and well put. But M. van Overbergh sometimes forgets 
that Marx simply accepted the economic theory which prevailed 
in his day, and directs his criticisms (as so many critics do) rather 
at Ricardo than at Marx. 

Marx disclosed in the Preface to the Critique of Political 
Economy how in 1842-43 he became engaged in economic con- 
troversies and proceeded to study economics because he was 
embarrassed by his own ignorance of the subject. M. van 
Overbergh quotes the passage (p. 18), and proceeds to put the 
question : did Marx study economics as an impartial investigator 
or as a partisan? To be convinced that it was as a partisan, 
he answers, it is enough to read Capital (p. 36). 

This is an over-simplification of Marx’s approach. He read 
Adam Smith and Ricardo in order to learn economic science, 
not to make any new contribution to it. What he read filled him 
with a new conviction. He saw the philosophy of history, which 
had been his principal intellectual interest, in a new light. Hegel’s 
dialectical idealism gave place to dialectical materialism, in 
which the inherent contradictions of Capitalism were acclaimed 
as an inexorable disruptive force. 

The Communist Manifesto and the abortive revolutionary 
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movements of 1848 followed. Thereafter Marx returned to 
economics. Economic research became his primary occupation. 
But it was applied economics, directed to a verification of the 
Ricardian theories, not to any advance upon them. 

Among Ricardo’s doctrines it was especially the subsistence 
theory of wages that had inspired Marx. So long as the work- 
man’s remuneration is limited to his subsistence, while he pro- 
duces more than his subsistence, there is a surplus. The material 
progress which improves productivity simply increases the 
surplus. The capitalist, in virtue of his command of the means 
of production, was in a position to secure the surplus for himself. 

Marx devoted his researches to the detailed application of 
this principle. If he was more of a partisan than the economic 
historian who accepts a body of theoretical principles as given, 
that is only because the doctrine of the surplus had become the 
rallying cry of a party. 

Marx also inherited from Ricardo the labour theory of value. 
In its pristine simplicity that meant no more than that a thing 
has value in so far as it is worth making. In the first volume of 
Capital, Marx took a quite untenable position in identifying 
labour value with exchange value. If what the producer received 
for his product was its labour value, the ratio of profit to capital 
employed would be widely different for different producers. 

Ricardo had recognised that competition would equalise rates 
of profit. M. van Overbergh (pp. 291-2) quotes Marx’s acceptance 
of this principle, in the posthumous third volume of Capital, and 
describes it as an “ irrefutable attack” on the labour theory of 
value, ‘‘on which depends all that is essential of the Marxist 
political economy ” (p. 132). 

But what is essential is the surplus itself, not the manner in 
which it is divided among the industrialists and the owners of 
land and capital and the merchants. 

In the Critique of the Gotha Programme, Marx explained that 
a communist society, on first emerging from a capitalist society, 
would determine remuneration by labour time. But this would 
be a survival from the old society, and in a higher phase of com- 
munist society it would be superseded by the principle: from 
each what he can, to each what he needs. Labour value, it 
would seem, is to be regarded not as identical with exchange 
value, but as a norm underlying Capitalism, to which the adoption 
of Socialism would, for a time of transition, give effect. 

The doctrine of surplus value was founded on the subsistence 
theory of wages, a theory which “has been refuted by the 
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doubling or tripling of real wages ”’ since Marx wrote (p. 161). 
Marx, like Ricardo, admitted a certain elasticity of the concept 
of a subsistence wage. The value of labour power, he wrote 
(Capital, Vol. I, Ch. IV, 3), includes “a historical and a moral 
factor,’’ depending on the “ habits and claims ”’ of the class of 
free workers. But he never reconsidered surplus value in the 
light of the later theory of marginal yield (p. 238). M. van 
Overbergh has much to say about marginal utility, but does not 
explicitly refer to the marginal yield of labour. 

The theory of marginal yield does modify the theory of 
surplus value. If the growth of capital outstrips the growth 
of population, the marginal yield of labour rises, and with it the 
economic rate of wages. Ricardo had supposed economic 
expansion to press against the margin of cultivation, so that, 
though profits would fall, and money wages would rise, real 
wages would be unchanged. But technological progress or the 
opening up of new territory can relieve the pressure on the margin 
of cultivation, so that real wages can be doubled or trebled. 
Even so, there is still a surplus, but not so simply explained as 
Marx imagined. 

The employer takes the responsibility of selling the product, 
and the price at which he sells must be such as to yield him an 
income after meeting overhead expenses. M. van Overbergh 
quotes Marx’s assumption that “ only the work of the manual 
labourer produces new value ” (p. 123). But in the third volume 
Capital (pp. 449 and 450) the industrial capitalist, as differentiated 
from the mere owner of capital, is described as ‘‘ a simple agent 
of the labour process, a labourer and specifically a wage labourer.” 
Yet he is none the less an exploiter of the labour of others, and 
“the wages he claims . . . do not depend on the degree of his 
exertions in carrying on this exploitation.” 

Marx took little account of the labour of selling. He con- 
ceived the labour of the industrialist chiefly as that of manage- 
ment; the merchant was little more than a parasite claiming 
part of the industrialist’: surplus. In under-estimating the 
importance of the business of selling, Marx was but accepting 
a prejudice of the classical economists, from which most of the 
economists of the present day have not freed themselves. 

In capitalist industry he who can sell takes command, and 
he is in a position to insist on such a margin over costs as will 
secure his remuneration. His remuneration does not depend 
“on the degree of his exertions,’ because he can multiply his 
income in proportion as he multiplies his sales. However the 
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marginal yield of labour and the level of real wages may grow, 
there must always be a “surplus ”’ sufficient to secure adequate 
remuneration to the capitalist—a remuneration which depends 
not on his exertions or labour time, but on the volume of his sales, 
and, if adequate for the small business, is much more than 
adequate for the large. 

Marx anticipated the collapse of Capitalism from two distinct 
causes: the sheer weight of numbers of the proletariat, and the 
contradiction involved in perpetual accumulation. He attributed 
the crises of the trade cycle to excessive accumulation. Here 
the prevailing fashion in economic thought follows Marx, and 
takes the wind out of M. van Overbergh’s sails. His criticism 
is merely that the economic science of the present day has found 
“a policy of prevention and alleviation of crises, by wise and 
durable measures, founded on experience.” If what he means is 
that the State, by taking the greater part of investment into 
its own hands, can counteract the effects of periodical over- 
accumulation, this is not a very convincing answer to upholders 
of Collectivism. Nor can this expedient be said to be “ founded 
on experience.” All that experience has shown hitherto is that 
the State can counteract unemployment by spending on arma- 


ments and war. 
R. G. HawTREY 
London. 


Economic Survey, 1919-39. By W. Artuur Lewis. (London: 
George Allen and Unwin, 1949. Pp. 221. 15s.) 


Durine the years 1944-47 Dr. Arthur Lewis lectured, to 
students of the London School of Economics, on the events 
between the two wars as background knowledge needed in 
interpreting the literature of the period, and from these lectures 
the present book, “‘ an over-ambitious attempt to interpret the 
inter-war years in the setting of world economic history ” has 
grown. The author goes on in his Preface to say that “it is not 
intended for professional economists at all.’’ But when the Stanley 
Jevons Professor at Manchester produces a book on this subject, he 
must expect professional economists to take notice. My own sug- 
gestion is that many of them will find that three hours or so spent 
in reading the first two parts of the book are profitable hours. 

Part I gives a chronological survey, mainly from a trade- 
cycle point of view. Part II gives some account of a few 
“national experiments ’—the Blum experiment in France, the 


New Deal in America and so on. Part III attempts to put 
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the events “ into their setting. The pre-war world is brought in 
for comparison with its successor, and we come at last to grips 
with the fundamental movements.” Parts I and II, like the 
title of the book, are reminiscent of the World Economic Surveys 
which the League of Nations Economic Section used to produce 
annually, and on which Professor Lewis has drawn freely. Like 
those Surveys, too, this book maintains a remarkably high stan- 
dard of accuracy, as far as I have been able to notice. If I have 
a general criticism, it is that the book has been perhaps too much 
like those Surveys in being descriptive, which as annual issues 
they were bound to be. Many readers will have anticipated 
rather more substantial long-range interpretation than in fact 
emerges in the third part, though Professor Lewis might well 
plead that the events are still too near, the records still too faulty, 
to provide a reliable basis for interpretation. His lively mind 
cannot help, of course, emitting occasional sparks, and though 
his many little “lessons” (I had almost written ‘ sermons ”’) 
may irritate some readers, I myself found them generally accept- 
able and sometimes stimulating. 

While repeating my admiration of the general high standard of 
accuracy, I may perhaps be allowed to query some shades of 
emphasis, especially in the field of British monetary history (a 
subject in which Professor Lewis has accepted the conclusions of 
Professor Seymour Harris a little uncritically). I find it difficult 
to believe that in Britain the 1919-20 boom was greatly aggra- 
vated by “inflationary financial policies ” (p. 36). During the 
gold standard period (pp. 80-1) I should suggest that the rapid 
recovery of efficiency in Continental industry strained the British 
parity more than did the original overvaluation. The Macmillan 
Report’s disturbance of confidence depended not merely on its 
exposure of the weakness of British gold reserves (p. 63); alto- 
gether more damaging was the discussion (especially in the Ad- 
denda) of the fundamental disequilibrium and the stress upon 
difficulties of removing it. The origins of London’s weaker short- 
term position have never been convincingly elucidated : Professor 
Lewis relies (p. 43) on the common view that in the gold-standard 
period Britain was borrowing short to lend long, but does not 
mention the fact that war financing had left London’s short-term 
position greatly weakened as far back as 1919. Finally, in his 
generally very fair discussion of the effects of cheap money in the 
thirties, the causes of the building boom are over-simplified : I 
should have at least mentioned the arrival of the country bus and 
the family car. 
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All these queries relate to shades of emphasis, and my few 
qualms about remarks on other countries were of the same kind, 
with the single exception of the analysis of Japan’s problems 
(Chapter IX), where I am sure that the pressure of population 
should have been mentioned. On a more general matter, I found 
one statement that I can only describe as wild, on p. 174: “If the 
machinery for operating such stocks [international buffer stocks] 
had existed in 1929 there would have been no major slump, much 
higher standards of living all round, and no second world war.” 

I have felt bound to mention my queries, but this has left me 
no space in which to list the far more numerous points at which I 
think Professor Lewis’s account and his judgment both just right. 
If his attempt is, in his own phrase, ‘‘ over-ambitious,”’ it is also 
true that his preface is over-modest, and most certainly he is 
right in saying that “the result of the book is to present a chal- 
lenge to the students of to-day and to-morrow; that their 
researches may shine a clearer light on matters which now rest 
largely in obscurity.” 

R. 8. SayERs 
London School of Economics. 


Money, Debt and Economic Activity. By AtpurtG. Harr. (New 
York: Prentice Hall, Inc., 1948. Pp. xviii + 558. $6.65.) 


Tus is a first-rate text-book for a course on money and 
banking at a rather easy second-year level. My chief regret is 
that its price is now so astronomical that few British students 
will ever see it. My only doubt is whether a single text-book, 
however admirable, is really a good vehicle for teaching students. 
Professor Hart is extremely sensible and balanced on all the 
questions he treats, but a student may gain much more from 
reading a larger number of shorter works of authors who disagree 
or who say the same thing in different ways. The best of all solu- 
tions would be to take Professor Hart as providing the background 
and the guide to further reading. Unfortunately, the five hundred 
pages of this book constitute a considerable assignment of reading 
and, as no student who had absorbed them could fail to pass any 
second-year examination on money, I fear that the counsel of per- 
fection would rarely be followed. 

The book is divided into five parts, and it will be seen from 
the division how large a section is devoted to the general field of 
employment policy. The first part is ““ Banking and the Debt 
Structure ” and provides an outline of the American banking 
system and of the controls to which it is subjected. The second 
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part is the theory of variations in output as a whole. After a 
quick glance at index numbers, we consider the quantity theory, 
Keynes, cash-balances, anticipations and finish with inflation. 
The third part is the theory of employment and of economic 
fluctuations. This section is noteworthy for some fifty pages 
devoted to a review of the experience of the past (both here and 
elsewhere ample statistics are provided). Part four, devoted to 
international monetary relations, is much shorter than the other 
parts. Finally, the last part is devoted to stabilisation policy. 
Much space is devoted to panaceas (this is a very useful chapter) 
and to various formule, including the creation of automatic 
stabilisers (“‘ built-in flexibility ’’). Professor Hart’s view is that 
automatic devices are to be welcomed, but that they are not 
enough. They cannot be enough to prevent fluctuations, but I 
wonder whether we are really in a position to do better by the 
use of discretion. However, both views are fairly and clearly 
expressed. 

The volume covers aH the matter which can be properly 
thought to come within a course on money. Bui all the sections, 
save only the first, will also appear in some other course at about 
the same level of difficulty. Money, employment theory, inter- 
national trade, public finance and some other courses overlap to a 
serious extent. Some overlapping is indeed to be welcomed : it 
will mitigate the students’ dependence on a single source for each 
course, but the time available will not allow overlapping on this 
scale. I feel that the answer may well be to incorporate money 
and employment theory as a single subject, but to leave for 
separate treatment the international and public-finance aspects. 
The section on international monetary relations is the least 
satisfactory because it needs as a background a pure theory of 
international trade before it becomes intelligible. There is some- 
thing unsatisfactory, too, in a treatment of direct taxation which 
praises a sharp progression on grounds of social justice and the 
stabilising effect of a source of taxation so sensitive to changes in 
income, but does not mention the likely adverse effects on the 
supply of effort. 

In the present flood of American text-books, it is remarkable 
how successful have been those written by writers who have made 
their names through their original work. Professor Hart has 


fully maintained this tradition. 
A. HENDERSON 


The University, 
Manchester. 

















1950] HARRIS: NATIONAL DEBT AND NEW ECONOMICS 133 


The National Debt and the New Economics. By Srymovur E. 
Harris. (New York & London: McGraw-Hill, 1947. 
Pp. xvii + 286. 21s.) 


THERE is in America to-day a strong feeling that the existence 
of a large national debt is a severe burden on the economy of a 
country. The feeling has not indeed been strong enough to enable 
the government to accumulate a budget surplus in the years since 
the war on a scale sufficient to repay a substantial amount of the 
debt. This objection to the accumulation of debt might well, 
however, prevent or delay the adoption of an expansionist policy 
at the outset of a depression. Professor Harris is disturbed by 
this prospect, since he believes that the maintenance of a high 
level of employment in the United States depends on net-deficit 
financing over the whole period of a trade cycle. He has therefore 
undertaken an investigation of the whole problem of the national 
debt, aimed principally at the non-specialist, in order to appraise 
the advantages and disadvantages of deficit financing and the 
concomitant rise of the national debt. This involves him in a 
wide range of inquiry, covering inter alia the methods of a fiscal 
policy aimed at full employment, the theory of taxation, the 
assessment of the debt burden and the technical problems of the 
management of the debt. Looked at from this side of the Atlantic 
it seems rather a lot to peg on to the National Debt; we have so 
many more pressing worries that most of us have forgotten the 
debt burden—except in so far as it is owed to foreigners in the 
form of sterling balances. Under American conditions, however, 
the emphasis is perfectly sensible ; the economic problems facing 
America are so much less pressing than ours that they can, and do, 
devote time to deploring the fantastic figure of the National Debt, 
as our parents did in the 1920s. 

Much of the discussion of fiscal policy for full employment is 
based on Lord Beveridge’s Full Employment in a Free Society, 
and especially on Mr. Kaldor’s Appendix. Yet Professor Harris 
seems to do less than justice to the case for tax remission in a 
depression (pp. 40 and 100-1). He argues that tax remission will 
be more expensive, in that it will require a large deficit to achieve 
the same results, than a policy of public works and that “ it fails in 
that it pays scant attention to distributive justice” (p. 100). 
This neglects the fact, which the author mentions elsewhere, that 
taxation in both Britain and America is regressive in the lower 
ranges, so that tax remissions are available which will both meet 
egalitarian requirements and increase the post-tax incomes of 
people who are likely to spend as much as the beneficiaries from a 











134 THE ECONOMIC JOURNAL [MARCH 


public-works programme. Tax remission still requires a larger 
deficit than public works—but fewer white elephants! More 
important than this, he neglects all the evidence of inefficiency in 
public-works programmes and the case for using unemployed 
resources for producing the things which consumers want rather 
than the public works that can be started quickest. 

The author appears rather more pessimistic than most autho- 
rities would be to-day about the chance of maintaining a high 
level of employment through fiscal policy without any large 
growth of the national debt. The use of pre-war data to forecast 
post-war savings suggests so high a level of saving in America at 
full employment that it could hardly be matched by private 
investment. It is clear, however, that these estimates of post-war 
saving are far too high, and it seems possible that, over the average 
of a trade cycle, employment might be kept high without any 
serious growth of the national debt. But, if one does accept the 
pessimistic view that deficits will greatly exceed surpluses, is 
there much to be said for the traditional form of the national 
debt? It is possible for Professor Harris to show that it is better 
to incur the debt than the unemployment. There are, however, 
ways of avoiding both, and it becomes a matter of urgency to find 
them if we are to enjoy. a series of large deficits. The solution 
lies in some form of 100% money which can be created by the 
government to meet its requirements without the interest burden 
of the present debt. So long as money creation is not multiplied 
by the creation of bank money, there is no need for a deficit to be 
accompanied by loans to the government. Solutions of this kind 
and the use of the capital levy are not considered by Professor 
Harris, who leaves his reader to choose between unemployment and 
a growing debt. 

The book contains a great deal of useful information for the 
layman in search of enlightenment. I must confess that I found 
its main argument hard to disentangle from the mass of interesting 
detail. This failure to bring out the simple general principles 
and a certain looseness in formulation reduce its success as a 
means of educating the intelligent layman. Despite all qualifica- 
tions, however, it remains a very well-documented introduction to 
public finance and fiscal policy. 

The specialist, too, will find much to interest him in this 
volume; an adequate survey of much of the discussion and a 
wealth of factual data. As a work of reference it suffers from 
the fact that statistics are usually presented in the form of graphs, 
while the figures on which the graphs are based have not been 
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included. A further difficulty arises from the rather uncritical 
use of forecasts, both British and American, of post-war demand. 

Finally, may a disciple of Lord Keynes protest against the use 
of the words ‘“‘the New Economics” to mean the doctrine of 
the “‘ General Theory ” and of its successors ? When a thinker 
of genius has turned his attention to a subject, there is always 
some justification for claiming that a revolution has occurred. 
It is doing no service to the new ideas to make claims for them 
which will be hotly disputed by those who believe that they 
contain little which is both new and true. Assessment of the 
novelty of Keynes’s ideas is better postponed for later judgment 
when the conflict between the Keynesians and the anti-Keynesians 
has died down. If Professor Harris and his friends would claim a 


little less that day might come sooner. 
A. HENDERSON 


The University, 
Manchester. 


Controlling Factors in Economic Development. By Haroxtp G. 
Moutton. (Washington: The Brookings Institution 
(London: Faber & Faber), 1949. Pp. xii + 395. 29s.) 


In this book the President of the Brookings Institution applies 
to the problem of economic growth the results of research under- 
taken by the Institution since its incorporation in 1927. The 
reader must accordingly be on his guard against ideological 
bias, arising on the one hand from the Institution’s sympathy 
with conservative American business philosophy, and on the other 
hand from its vested interest in its own under-consumptionist 
explanation of tendencies towards economic stagnation. Both 
preconceptions find ample expression in the present volume, 
which must, in consequence, be regarded as a statement of a point 
of view—and a peculiarly American point of view—rather than as 
a fully generalised study of growth problems. 

The author “is concerned equally with the factors which 
impede and restrict, and those which generate and promote, 
economic advancement.” The treatment is in two parts—the 
past century and the next hundred years—but, as usual, crystal- 
ball-gazing proves to be no more than projection of trends, and 
the argument may be discussed as a unit. 

The source of economic progress Dr. Moulton finds in two 
factors: the growth of science and its application in technology 
and capital formation, and the establishment of the proper institu- 
tional framework. The latter comprises corporate business 
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organisation, expanding bank-credit, fixed international currency- 
values, low-level balancing of government budgets and restriction 
of governmental functions to legislation of the rules of the 
competitive game. 

Within this framework, according to Dr. Moulton, progress may 
be retarded by business depressions and chronic under-consump- 
tion. On depressions, he has little to say: he is eclectic on the 
subject of causation, and sceptical on the subject of cure, confining 
himself to the statement that ‘‘ the need is to establish confidence 
that a tenable bottom has been reached.”’ On under-consumption, 
he presents the “ Brookings version”: savings tend to be 
excessive, not as the result of a Keynesian “ psychological law,” 
governing the propensity to consume of the average individual, 
but as a consequence of increasing concentration of income in the 
hands of the wealthy as income increases, and the fact that the 
percentage of family income saved is higher in the higher income 
groups. The Brookings version differs from the General Theory 
in two other respects: the analysis of saving and investment is 
improved by distinguishing three separate decisions—in Brook- 
ings-ese, money-saving, market-investment and capital-formation 
—and it is contended that consumption rather than investment 
controls the level of economic activity, on the argument that 
investment derives from consumption demand. The latter leads 
to the conclusion that income-redistribution rather than public 
works is the cure for stagnation, the favoured method being 
price-reductions as opposed to wage-increases. 

Even if one is prepared to forgive certain stylistic annoyances 
indicative of careless writing, Dr. Moulton’s presentation of his 
material leaves much to be desired. The argument is loose and 
uneven—as if the author were uncertain of his readership— 
and the evidence is handled in an unscholarly way. The achieve- 
ments and possibilities of science are catalogued without adequate 
attention to cost calculations, and the argument for private 
competition is supported by crude statements of principle and 
cruder citations of instances of governmental ineptitude. Viewed 
solely as a research production, the book raises in acute form the 
question of the value of this type of institutionalised research. 

Nevertheless, Dr. Moulton has something important to say 
about economic growth. It lies in his contention that capital 
formation is the medium through which productive technique is 
improved, that it has a qualitative effect in reducing cost or 
increasing output which is on balance more significant than its 
quantitative effect in increasing the ratio of capital to natural 
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resources. In other words, capital accumulation is subject to a 
law of increasing returns which outweighs the law of diminishing 
returns. It is on this contention that Dr. Moulton explains the 
failure of the classical economists to foresee the great economic 
advance of the last century, and by means of which, interestingly 
enough, he demonstrates the profoundly “ classical ” character of 
the long-run predictions of Keynes’s General Theory. It is, finally, 
the basis of his conclusion that in a hundred years’ time the United 
States could support double its present population at eight times 
the present standard of living. 

In emphasising the innovatory role of capital accumulation, 
Dr. Moulton draws attention to a neglected aspect of economic pro- 
gress : theoretical discussions of growth problems have too often 
assumed that capital accumulation can be dealt with in the static 
framework of given production functions. It is a pity, however, 
that he has not carried the analysis to its logical conclusion. 
Logically, qualitative changes on the production side imply qualita- 
tive changes in consumption patterns and standards, and raise the 
problem of how the latter come about; yet the “ Brookings 
version ”’ in effect retains the concept of given utility functions, 
arguing merely that unequal income distribution inhibits the 
classical approach to satiety. For a discussion of qualitative 
changes in consumption, we must still turn to Veblen or Knight, 
or to the dynamic implications of external diseconomies of 


consumption. 
Harry G. JOHNSON 
Jesus College, 


Cambridge. 


Produktivitét als Wirtschafts und Staatspolitische Aufgabe. By 
K. Atprecut. (Tiibingen: J. C. B. Mohr, 1949. Pp. 40. 
DM 1.50.) 


THE author of this book on “ productivity as economic and 
political task”’ is the Director of the Research Institute for 
Economics at the University of Tiibingen in the French Zone of 
Germany. The title of the book is revealing; the author con- 
siders the improvement in Western European productivity, 
especially in France, England. and Western Germany, not only 
as an economic but also as a political task in the development of 
a “Third Force ” between the United States and the U.S.S.R. 
Both these countries, in the author’s view, are in a stage of rapid 
increases in productivity. 

The book contains descriptive sections on French and English 


‘ 
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policies towards raising productivity. The purpose of this is 
defined (p. 37) as “‘ serving as an example and stimulation ” for 
Western Germany. The French section is largely based on the 
Monnet Plan and stresses the low rate of voluntary savings in the 
French economy. The section on England is largely based on 
the report to the O.E.E.C., resolutions of the T.U.C. Congress of 
November 1948 and on statements by the F.B.I. English readers 
may feel that the author is perhaps over-impressed by the vast 
array of measures listed, from the Anglo-American Productivity 
Councils to the extension of technical training, and also by the 
recognition of productivity problems at the top levels of the trade- 
union movement and the employers. One feels that he does not 
quite realise that there is a long way from the formulation of 
top-level policies to their realisation by rank-and-file efforts. 
Thus, when he declares that British trade unions have now 
realised that “what matters is not maximum employment but 
to have square pegs in square holes and to give preference to the 
competent worker ” (p. 25), one can only wish that it were so. 

It is also worth notice that while the author calls the British 
austerity programme a manifestation of “admirable national 
discipline,” he is very worried about the European repercussions 
of British austerity, and hopes that this policy will be pursued 
only “for a brief transitional period and not as an objective 
in itself.”’ 

To English students of productivity the book may be mainly 
interesting for some data on productivity in Western Germany 
which it contains. The figures which he quotes as compiled by 
the Ministry of Economics in North Rhine-Westphalia show an 
amazing increase in productivity between 1947 and 1948. One 
suspects that this increase is due to an understatement of pro- 
duction in the pre-currency-reform era, not only in the case of 
consumption goods (as is recognised by the author) but also in 
the case of capital goods. 

At times one cannot help feeling that the author falls victim 
to a certain confusion between total production and total pro- 
ductivity. This is especially apparent in his consistent stress 
that the low productivity of Western European countries contains 
a threat to the prosperity of the raw-material-producing countries 
and thus to world economic stability. It seems clear that it is 
total European production which determines the rate of consump- 
tion of raw materials, and that, in fact, economy in raw materials 
may be an indication of a particular type of progress in produc- 
tivity rather than of low productivity. There also seems some 
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contradiction between the author’s insistence that a low rate 
of domestic production may create inflationary tendencies with 
further secondary adverse effects on productivity (p. 5) and his 
declaration on the same page that foreign credits only postpone 
the problem. In so far as lack of domestic supplies causes 
further reductions in productivity, it follows that to that extent 
foreign credit would also be a genuine solution and not only a 
postponement of the present productivity problems. 
H. W. SInceR 
Lake Success, 
U.S.A. 


The Bank of Ireland, 1783-1946. By F. G. Haty. With an 
Architectural Chapter by C. P. Curran and Biographical 
Notes by JosepH Hone. Edited by Prorgessor GEORGE 
O’Brien. (Dublin: Hodges, Figgis. (Oxford: Basil 
Blackwell), 1949. Pp. 523. 63s. and 18s.) 


SrupEnts of banking and currency have always been much 
interested in the Irish banking system, and that for three reasons. 
In the first place, the Bank of Ireland has a unique place among 
the commercial banks of the British Isles, and throughout its 
history has played an important part in Irish banking and finance. 
Secondly, in the nineteenth century, especially from 1845, the 
history of joint-stock banks in Ireland shows their general sound- 
ness, and contrasts favourably with the laxity of the previous 
century and indeed with the history of joint-stock banks in England 
and Scotland. Thirdly, until 1826, there was a separate Irish 
currency wholly dependent on the British currency, but not at 
par with it. The British shilling was equal to thirteen Irish pence, 
with the result that, as the author of The Bank of Ireland, 1783- 
1946 points out, ‘“‘ although all commercial business was transacted 
in terms of local currency, payment was ultimately made in 
English coins at the official exchange ratio.” In short, the Irish £ 
was a money of account for domestic transactions, and this led to 
curious denominations of notes. For example, the Act of 1799 
specified a note of 3s. 94d., such amounts being required to make 
the Irish note correspond to the rounded figures of British currency. 
All of these points are touched on in this history, which is, indeed, 
more than a history. It is an authoritative record of Irish 
banking and currency since the foundation of the Bank one hun- 
dred and sixty-seven years ago. The facts have been assembled 
well and fall into a clear pattern. It is easy to trace the road 
which the Bank of Ireland has travelled since 1783. 
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The history of this treatise, for it is nothing less than a treatise, 
is described by the editor, Professor George O’Brien, in the preface 
to the book. He states that in 1941 during the governorship of 
Sir John Keane, he was requested to make a preliminary survey of 
the historical material available in the archives of the Bank. 
The Court Minute Books were copied, calendared and indexed, and 
in 1945, Lord Glenavy the Governor, requested Professor O’Brien 
to carry the work further. Dr. F. G. Hall was appointed to write 
the history of the Bank, and this, with the chapter by Mr. C. P. 
Curran describing the architecture of the Head Office in College 
Green, Dublin, and a chapter by Mr. Joseph Hone of biographical 
notes on the Directors of the Bank, together with thirteen appen- 
dices and eighty-seven illustrations, complete the book. 

The Bank of Ireland was originally projected in 1695, a year 
after the Bank of England, but the plan was not carried out. It 
was again rejected, this time by the Irish House of Commons in 
1721, and it was not until sixty-two years later that the Bank was 
established during the period of the Protestant Ascendancy in 
the heyday of Gratton’s Parliament. Throughout its history the 
Bank has shown much wisdom combined with a wise tolerance— 
the Court admitted in 1830 Roman Catholics as soon as it was 
permitted to do so—and to-day the Bank is pre-eminently the 
Bank of Ireland, not only in Eire but also in Northern Ireland. 
In its early history it occupied a leading place, as its first Charter, 
modelled after the pattern of the Bank of England, gave it the 
virtual monopoly of the banking business of the country. The 
Charter prevented banks with a greater partnership than six 
persons having the right of note issue from being established. As 
the author points out, this exclusive privilege had the same effect 
on banking in Ireland as the Charter of the Bank of England had 
in England. It prevented strong banks from being formed, so 
that in a crisis the smaller banks went to the wall. Gradually this 
monopoly was curtailed, but the Bank of Ireland was always 
primus inter pares. In 1824, permission was given to banks with 
more than six partners to be formed at a distance of fifty Irish 
miles from Dublin, with the power of issuing notes. It was only 
in 1845 by the passing of the Bank Act of that year that the Bank 
of Ireland’s monopoly was taken away and permission was granted 
for the formation of banks having more than six partners to be 
formed in or outside Dublin. It is clear from Dr. Hall’s narrative 
that the Bank of Ireland became a semi-State bank, but not, like 
the Bank of England, the final lender in a crisis—indeed it had to 
fall back on the Bank of England. With the amalgamation of 
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the Exchequers and National Debts of the two countries, the final 
assimilation of the currency in 1826, as already noted, and with 
the growth of joint-stock banking from the 1820s, the Bank of 
Ireland changed its character. To-day, however, although one of 
the eight commercial banks in Eire, it is not an ordinary commer- 
cial bank. It is the banker of the Government, and it manages 
the public debt. At the same time, it competes with the ordinary 
commercial banks, having numerous branches and sub-branches 
established in various towns, both in Eire and in Northern Ireland. 
Dr. Hall working on the original material made available to him has 
brought these important facts clearly before the reader, particularly 
the rise of joint-stock banking in the nineteenth century. It is 
interesting in this connection to note how the Act of 1820, which 
permitted the establishment of joint-stock banks, led to sound 
banking and to comparatively few failures. The Provincial Bank 
of Ireland, which began business in 1825, is a good example of the 
banks formed in this period, and did not the Westminster Bank 
when it was in search of its first General Manager appoint Mr. 
J. W. Gilbart, the Manager of the Provincial Bank’s branch at 
Waterford, as its first executive head in 1834? He is sometimes 
better known as the author of The History, Principles and Practices 
of Banking published in the same year. 

Two general criticisms may be made here. It is a pity that 
Dr. Hall did not use the original material that must be available 
regarding the creation of a Mint for Dublin. After the Restoration 
the privilege was granted, but cancelled on the protest of the Mint 
in the Tower of London. The petition was repeated after the 
Revolution with a demand for a separate Irish currency. This 
was again defeated in 1693. Another appeal in 1698 was, as the 
documents in the Public Record Office in London show, defeated. 
Sir Isaac Newton was then Warden of the Mint. In 1701, when 
he was Master, a new approach was made, and Newtcn, his 
opposition perhaps softened by the influence of William Molyneux, 
consented to a compromise proposal of a temporary establishment. 
The project was once more defeated. It would have been of much 
interest to have had the arguments as they doubtless exist in the 
papers in Dublin to-day. Perhaps Dr. Hall will deal with these 
on a future occasion. The other critisicm is that the intensely 
interesting history of the last twenty years including the creation 
of a Central Bank might have been given in greater detail and not 
in the brief form that it has in the last chapter, Chapter IX, dealing 
with the Bank of Ireland Acts of 1929 and 1935 and the Central 
Bank Act. By this Act of 1942 on and after December 31, 1956, 








142 THE ECONOMIC JOURNAL [MARCH 


the Central Bank will control the entire circulating media of the 
country. The commercial banks then will cease to enjoy the right 
of circulation which they now possess. This Act also authorises 
the Central Bank to receive deposits from a Minister of State or 
any public authority, but this power has not been used, the Bank 
of Ireland still continuing to hold the Exchequer account. Per- 
haps as Dr. Hall ends his account of the Bank in 1946, he did not 
wish to stress the importance of the Central Bank, an apex Bank, 
in recent years which works in perfect harmony with the Bank of 
Ireland. He rightly describes the report of the Commission which 
led to the creation of a Central Bank as ‘‘a monumental work 
which will long remain the standard treatise on Irish monetary and 
financial affairs.” 

The chapter on architecture by Mr. C. P. Curran shows how the 
Bank of Ireland possesses one of the most beautiful buildings in 
the whole of Europe. When the Act for the Union of Great 
Britain and Ireland received the royal assent on August 1, 1800, 
the Irish legislature, which had lasted for one hundred and nineteen 
years, came to an end and the buildings of the Irish House of Lords 
and House of Commons were purchased by the Bank in 1802 for 
£40,000. The illustrations already referred to show the buildings 
on College Green. The biographical notes by Mr. Joseph Hone 
are unfortunately a little incomplete, especially as regards recent 
Governors, who are dismissed in a few words. Thus, under Sir 
John Keane we have, “ At present a Director, appointed 1928, 
- Governor 1941-43” and under Lord Glenavy, ‘‘ At present a 
Director, appointed 1932, Governor 1945-.”” It may be there has 
been a self-denying ordinance on the part of the present Directors 
which is unfortunate, as some of them will go down to history as 
more than equal to some of their predecessors. The biography of 
David La Touch, whom Gratton described as “ one of the five just 
men,” is an excellent thumb-nail sketch of the first and one of the 
greatest of Governors. His descendants, like those of Charles 
Halliday, who receives an unusually long biography, have played, 
it may be noted, a great part in the Indian Civil Service as 
administrators and men of affairs. 

The Court of Directors, Professor O’Brien, Eire’s leading 
economic historian, and the author are to be congratulated on pro- 
ducing a volume which will be a counterpart of Sir John Clapham’s 
monumental history of the Bank of England, published five years 
ago. The book is certainly worth buying, reading and keeping. 

G. Frnptay SHIRRAS 


Ballater. 
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The Australian Economy in War and Reconstruction. By 
E. Ronatp Waker. (New York: Oxford University 
Press. (London: Geoffrey Cumberlege for Royal Institute 
of International Affairs), 1947. Pp. ix + 426. 30s.) 


Tus book gives a systematic and informative account of the 
Australian economy during the war. It both tells the detailed 
story of what was done to put the economy on a war footing 
and explains the reasons for the specific measures of economic 
policy adopted by the Australian government. It also makes 
an interesting attempt to forecast the main developments in the 
country’s industrial structure and economic institutions which are 
likely to occur—especially in view of the modifications brought 
about by the war—both in the near and in the more distant future. 

Dr. Walker’s account of Australia’s economic development 
during the war is enriched by his wide knowledge of the pre-war 
economy and by his personal observation and inside knowledge 
of its war-time transformation, which he himself, as one of the 
war-time economic planners, helped to shape. During the 
war he was one of a small band of economists who were drawn 
into the service of the Commonwealth Government, largely 
from the staffs of the universities, both to act as economic 
advisers and to occupy leading administrative posts in govern- 
ment departments. There they were responsible not only for 
initiating policy but also for building and operating many of the 
war-time administrative controls through which the necessary 
changes in the economy were brought about. As Deputy 
Director-General of the Department of War Organisation of 
Industry, Dr. Walker was in a particularly favourable position 
for gaining a comprehensive knowledge of the developing war 
economy and its problems and for learning what was happening 
in other departments. For his was essentially a planning depart- 
ment, responsible in a large measure for co-ordinating the 
competing claims on the nation’s limited industrial resources. 

The book consists of three parts. Part I discusses the war 
economy regarded as a whole, with special emphasis on the 
problems that were peculiar to Australia. Its central chapter 
gives a general account of the war-time economic developments 
set out in chronological order. There are interesting chapters 
also on the federal system of government in relation to the war 
economy and on the machinery of war-time administration. 
Part II sets out in detail the war-time changes in each of the 
various branches of the economy taken in turn, together with 
the reasons for the government policy from which they largely 











144 THE ECONOMIC JOURNAL [MARCH 


arose. The story of the government’s intervention in these 
various branches of the economy is told concisely and clearly. 
Part III, which is largely descriptive and explanatory, discusses 
some of the problems of post-war reconstruction. The most 
interesting chapter, on Australia’s economic future, attempts to 
forecast what type of economic system will emerge, how far 
Australia will try to go along the road towards self-sufficiency, 
and the consequences of these two issues for economic welfare. 

In itself, the history of the war-time administrative changes 
will no doubt be chiefly of interest to readers in Australia. But 
indirectly the book will be interesting and useful to readers 
outside Australia and to others besides economists. Those who 
wish to understand Australia’s post-war economic problems and 
to judge her economic future will find in it much information 
that is indispensable, especially on the subject of economic 
controls. Others, even among those who are not particularly 
interested in the Australian economy as such, will find the book 
valuable because of the light which it throws on the difficulties 
of central economic planning in a democracy. But in writing 
for such a mixed audience Dr. Walker felt obliged to include a 
certain amount of explanation, notably in his discussion of the 
general features of a war economy in Part I, which economists 
may find a little tedious. The unfortunate result is that some 
important matters have had to be dealt with even too briefly. 
An outstanding example of this is the discussion of the pre-war 
economy and its institutional framework in the very first chapter 
of the book, where such an important matter as the system of 
wage-determination, which was to have a vital bearing on 
financial policy, is not even mentioned. It is only fair to say, 
however, that Dr. Walker appears to be uneasy over the meagre- 
ness of his treatment of these pre-war conditions. 

Although the book is based on published information, Dr. 
Walker’s personal knowledge of the government policies and 
events with which he is concerned gives additional interest and 
authority to his interpretation of them. But this has its dis- 
advantage. For parts of his account of the transition to a war 
economy tend to be too much influenced by his knowledge of 
departmental intentions. He thus unconsciously gives the 
impression that the problems were more clearly visualised, and 
that the various policies were more neatly co-ordinated, than in 
fact they were. This applies especially to his account of the 
work of his own department, whose difficulties and frustrations 
were not in origin all external to itself. 
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Dr. Walker is more concerned with the outward forms of 
economic change—with government decisions and the administra- 
tive and institutional changes arising from them—and less with 
their economic content, than might be expected from the title. 
There is disappointingly little analysis of the quantitive effects 
of the events and policies discussed. But much of the necessary 
statistical information for that purpose has not been made 
public, or had not been when the book was written. Besides, 
the author’s main interest, as he says in the preface, was in 
“such matters as seemed particularly significant for the socio- 
political problems of re-shaping the economy from peace to 


war, and from war to peace again.” 
K. S. Istxs 


The Queen’s University, 
Belfast. 


Japan’s Economy in War and Reconstruction. By JEROME B. 
Conen. (Minneapolis: University of Minnesota Press, 1949. 
Pp. xix + 454. $7.50.) 


THE potentialities of Japan’s economy, despite its meager 
resource endowment, were given impressive display in the last 
war. It is this war economy and its post-war remains upon 
which Dr. Cohen, formerly of the United States Strategic Bomb- 
ing Survey and now at the College of the City of New York, 
performs a competent economic autopsy. His study is based 
upon data collected by the Bombing Survey; but it is far more 
complete and offers a more sophisticated level of analysis than 
is contained in any of the Survey’s reports on Japan. Replete 
with a wealth of statistical data, Dr. Cohen’s volume is the 
most comprehensive review of Japan’s war and occupation 
economy yet produced. 

As regards the war economy, Professor Cohen’s central 
thesis is that Japan’s war plan hinged on a sudden, paralysing 
attack and a short war with the United States. Before America 
could recover, Japan would negotiate a peace which would insure 
it control of its war-created “‘ Co-Prosperity Sphere ” in the Far 
East, rich in raw materials and potential markets. Japan’s war 
plan was necessarily based on a short war, for it was primarily 
dependent upon stocks of reserves: it would be helpless if a 
war of attrition cut off coal and iron ore from North China, oil 
and bauxite from the South Pacific. He documents this thesis 
not only with interviews with chief Japanese planners but also 
with a mass of statistical data as well. For instance, armament 
No. 237—VvOL. Lx. L 
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output at the end of March 1943 was but 14-:0% greater than 
output at the end of December 1941. 

It was not until the beginning of 1943, after the shock of 
the Guadalcanal defeat, that the “limited program ’’ approach 
was abandoned. Production sights were lifted generally. By 
September 1944, armament output reached a peak nearly double 
that of December 1941. Equally notable, in 1944 war expenditures 
took about half of the gross national product as compared with 
about 30-0% in 1942. 

The impressive last-ditch effort of the Japanese people came 
too late, however. Failure to lay adequate emphasis upon 
merchant-ship construction early in the war aided in the break- 
down of the vital sea-transport system. By end-1944 Japan’s 
original merchant fleet of 6 million tons had been whittled to under 
half that tonnage. Oil reserves for this fleet, and the navy, were 
down to a few month’s supply by April 1945, with no imports 
arriving. 

In contrast to shipbuilding, aircraft output had progressed 
favorably until late in the war. During the fiscal year 1944 
about 26,000 planes of all types were manufactured, an increase 
of two and a half times 1942 production. After April 1944, air- 
plane output was checked by diminished bauxite supplies and 
assembly lags. During the entire war, however, Japan produced 
65,000 military planes compared to the United States output of 
about 300,000 airplanes. 

General raw-material shortages after 1944, asimports dwindled, 
caused a widespread fall in production. Steel output was a prime 
limiting factor on the overall economy throughout the war, due 
to deficient supplies of iron ore. By mid-1945 sea and air 
blockade had so weakened Japan’s industrial power that steel 
production was at an annual rate of but 1-0 million metric tons, 
or less than 10-0% of capacity. 

What stands out boldly, as Sir George Sansom points out 
in his foreword, is that Japan was primarily defeated by a sea- 
blockade before strategic bombings in force were under way. 
Allied strategic bombings were important in determining the 
timing and submissive nature of the surrender rather than the 
ultimate fact. 

The fiscal-financial aspects of Japan’s war economy are 
given about two dozen pages in the 400-odd pages devoted to 
the war economy. Debt-financing directly by the Central bank 
was heavily relied upon. Throughout 1941-45 tax revenues never 
exceeded about a third of annual budgets. Dr. Cohen is not 
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accurate, however, in his statement that there were no great 
drives to induce widespread bond ownership among the public 
(p. 81). In addition to intensive bond-sales measures, a large 
part of the debt was indirectly financed by the small savings of 
the masses through the Government Deposit Bureau, a postal 
savings system widely used in Japan. 

Dr. Cohen marshalls a substantial amount of evidence to 
buttress his “‘ short war ” thesis, but it is in the use of fiscal data 
that several bits of contestable analysis appear. For example, 
he states ‘“‘ Government war expenditures and capital (munitions) 
outlays . . . rose from 17-0 per cent of gross national product 
in 1940 to 30-5 per cent in 1942. Thus even in 1942, the first 
year of war in the Pacific, the United States war effort surpassed 
that of Japan.” (P. 55.) Such a comparison, even if allowances 
are made for incomparability or conceptual differences in the 
national-income estimates, overlooks a few things. First, all 
the percentages tell is proportion of resources devoted to the 
war and not “ effort ” in the sense of denial of resources to non- 
war uses. The comparison obscures the fact that the United 
States ‘effort’ was accomplished with no quantitatively un- 
favorable effects upon the consumption component, whereas 
the Bombing Survey figures on Japanese “ real” gross national 
products used by Dr. Cohen (Table 6) show the Japanese con- 
sumption component down about 12% over the period. Secondly, 
the comparison neglects the fact that Japan, by 1942, was making 
use of a sizeable amount of war product, “ contributed ” by her 
colonies and conquests, not included in the domestic percentage. 

The gross national product figures, in 1940 prices, prepared 
by the Bombing Survey and used by Dr. Cohen, allow us for the 
first time to make an “ order of magnitude ” appraisal of the 
“real” financing (or cost) of the war comparing four major 
belligerents for most of the war period. 

The table (p. 148) gives the percentage distribution of the real 
financing of the war cumulated from the last peace-time year to 
the peak war year for each country. The reader may observe 
other interesting aspects, but for our point, the data indicate that 
the Japanese people bore directly a greater part of the real cost of 
the war by far than either the United Kingdom, Germany or 
America. 

Thus Japan’s defeat cannot be attributed to lack of willing- 
ness on the part of Japan’s people to endure sacrifice and self- 
denial. From Dr. Cohen’s study these appear to have been the 
major economic reasons for Japan’s defeat : effective submarine 
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action, accentuating the inherently weak resources position of 
Japan proper; the ensuing air attack, which disrupted produc- 
tion; weak administration and planning, particularly in the 
early war years, which prevented the later notable productive 
performance of the Japanese from being more telling. 











Japan, USS., ok ae Germany, 
%. %. %. %. 
Real financing of the war derived 
from : 
Larger output. . 41-0 100-0 40-0 44-0 
Decreased consumption ; 41-0 —17-0 24-0 18-0 
Decreased Government non- 
war expenditure ° —3-0 3-0 2-0 
Dasvnek or drafts on capital 38-0 
investments . 21-0 14-0 34-0 
100-0 100-0 100-0 100-0 

















Note : Minus signs show increases. Japan data computed from Cohen, op. cit., 
Table 6. U.S. and U.K. data from Economist, May 5, 1945, p. 594. Germany 
from U.S.S.R.’s Special Paper No. 1, Fig. 2 and A. J. Brown, Applied Economics, 
Table XII, p. 64. Although the deflated data are based on 1940 for J apan, 1938 
for the U.S. and U.K., and 1939 for Germany, examination of price indices over 
the period does not ’ indicate enough price rises to invalidate the order-of- 
magnitude comparison. Data exclude Lend-lease for U.K. and foreign 
* a: for Japan and Germany; interest on public debt excluded. Figures 
rounded. 


To turn now to the post-war, Dr. Cohen’s dissection of the 
occupation economy through 1948 is the most thorough this 
reviewer has seen to date. Unfortunately, however, perhaps due 
to the lack of a central thesis as characterised the war economy 
discussion, the treatment of the Occupation often lacks the 
consistency of argument applied to the war period. 

Dr. Cohen rightly attacks the indecision that marred United 
States policy for Japanese reparations. Reparations proposals 
varied successively from the Pauley Report of April 1946, recom- 
mending about 2-5 billion yen (1939 prices) of capital equipment 
reparations, to the United States announcement of last spring 
scrapping the removals program indefinitely. 

Dr. Cohen appears to favor institution of the relatively 
drastic Pauley recommendations over the later, more lenient, 
proposals. But if the crux of Japan’s recovery lies in revival of 
Japan’s export trade—and Dr. Cohen’s contention here is 
generally accepted—surely removal of all aluminium capacity, 
three-fourths of its machine tools, and similar large-scale removals 
from the other remaining operable productive capacity that 
claimant nations would want (as proposed in the Pauley Report), 
would not reduce Japan’s dependence upon American aid. 
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The chief problems of Japan’s foreign trade to-day relate 
to reorientation of this trade (especially on the import side) 
away from the United States, and expansion of its level to sustain 
a greater population of 80 million Japanese. 

Raisirg the level of trade bristles with internal and external 
difficulties. Expansion of Japan’s exports for the last three 
years meant acceptance of multiple exchange rates (used until 
the adoption last summer of a unitary rate of 360 yen to the 
dollar). As Dr. Cohen points out, the expedient contributed 
to the internal inflation through the necessity for government 
subsidies and the system’s covering of high-cost producers. It 
was also counter to State Department-Treasury predisposition 
towards a unitary rate of exchange. 

But pre-occupation with Japan’s solution as being one of 
expanded exports overlooks the broader problem. The solution 
to Japan’s balance-of-payments deficit depends, of course, not 
only on her own export capacity, but also on the availability of the 
imports she requires in the areas purchasing her goods or on the 
convertibility of the currency of such areas into dollars. The 
conditions of availability and convertibility probably have to be 
remedied in a wide sphere before Japan’s solution can be found. 

Yet Dr. Cohen rightly views the initial problem of Japan’s 
recovery as one of recovery in the Far East generally. He states : 
“Real economic recovery for Japan would be greatly aided by 
the formulation of a comprehensive and coordinated program 
for the revival of all Far East economies along the lines which the 
United States is now pursuing in Europe.” (P. 504.) Integra- 
tion of Japan’s economy with those of other American-aided 
Far Eastern countries is a necessity. But to state that an 
integrated economic recovery program for the Far East as a 
whole should be pitched along the “lines which the United 
States is now pursuing in Europe” is unrealistic economically 
and politically. A ‘‘ balance-of-payments ” approach, an E.C.A.- 
for-Asia, wherein the U.S. would undertake to foot the dollar- 
deficit necessary to assure a minimum living-standard for Asiatic 
countries living at (or even below!) the subsistence level, and 
constantly beset by the Malthusian specter, is beyond political 
realities in America and, indeed, perhaps beyond American 
resource capacities for any length of time. 

Instead of an E.C.A.-type program, American aid should be 
pitched around a Point Four, long-range developmental concept. 
Such an effort might accomplish what Dr. Cohen emphasises 
the United States should offer: a co-ordinated Far Eastern 
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policy that insures Japan the economic viability necessary for 
its own and regional development, while at the same time insuring 
the controls needed to keep Japan from ever threatening the 
security of its neighbors. 
A. D. Morean 
Washington, 
DC. 


The Economy of Ceylon. By Str Ivor JENNINGS. (Bombay and 
London: Oxford University Press, 1948. Pp. ix + 224. 
10s. 6d.) 


Tuts unpretentious little book is addressed to the layman. Its 
purpose appears to be twofold: to present some elementary 
economic concepts and considerations, largely in order to dispose 
of some crude but widespread economic fallacies current in Ceylon ; 
and secondly, to acquaint the reader with an outline of the economic 
structure of the country. Sir Ivor Jennings writes with an easy 
and fluent pen, and the book should largely attain its purpose. 
It is also informative and stimulating outside its immediate aim. 
There is an instructive account of conditions in rural Ceylon 
(Chapter V), based largely on the excellent Reports on the 
Economic Surveys conducted in these areas, with shrewd obser- 
vations on the perplexing problems facing the attempts to improve 
conditions in the villages. The chapter on industrialisation is 
also suggestive, and conveniently illustrates the difficulties of a 
programme of early and rapid industrialisation. Scattered in the 
footnotes there are numerous references to sessional papers of the 
Ceylon State Council, as well as to other official documents, and 
these amount to a useful bibliography on the economy of the 
country. 

There are, however, notable shortcomings. While much 
compression and omission was clearly unavoidable, the selection 
of the material is open to criticism. Data on minor matters are 
presented in considerable detail; thus the costs of some small 
colonisation schemes are shown to the nearest rupee, and some 
figures of the national finances are actually shown to the nearest 
rupee cent. Yet in a book on the economic structure of Ceylon 
there is no information on the occupational distribution of the 
population, nor on the areas under different agricultural products, 
to mention only two important omissions, on both of which the 
required information isavailable. Inthe discussion on the principal 
plantation industries, the estates are apparently regarded as 
synonymous with the industry, to the neglect of the appreciable 
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acreage of rubber and coconuts in the hands of smallholders. 
This seems to vitiate an otherwise interesting discussion on the 
proportions of Ceylonese and foreign capital invested in these 
industries (pp. 26-7). The interpretation of statistics is not 
always fortunate. It is misleading to suggest that the compara- 
tively modest fall in the price of rubber from the famine heights of 
1925 to the still very high levels of 1926 was the result of over- 
production and depressed economic conditions (p. 43); or that the 
decline in the price of copra after 1925 resulted from excessive 
competition. The author insists that he is no economist, but at 
times he strays into fields whose complexities and pitfalls he does 
not realise fully. 

It also is surprising to read (p. 109) that in the staffing of 
European enterprises in Ceylon colour preference plays no part 
(indeed to suggest that it does is, in the authur’s view, “ slightly 
amusing ”’), since the selection of the personnel is governed solely 
by commercial considerations. This may be so, but is so contrary 
to general impression that it needs to be supported by some 
evidence or further argument. 

The account of rural Ceylon and of the problems of industrial- 
isation in Ceylon is most likely to interest readers of the Journal. 

P. T. BAUER 
Gonville and Caius College, 
Cambridge. 


L’ Agriculture en Grande-Bretagne. 2 vols. By Guy Traversin. 
(Paris: Centre National d’Information Economique, 1949. 
Pp. ix + 252 and 224.) 

Tus is a painstaking and comprehensive survey of British 
agriculture in many of its aspects. Indeed, its comprehensiveness 
is puzzling, since it includes sections on income tax and national 
insurance, on control of retail food prices and on the National 
Trust. For what public is this work intended? It will not be 
of much use to a student of agriculture, since there is little dis- 
cussion of physical features or technical matters. More than 
eighty pages are given to a description of the legal and adminis- 
trative frame; less than twenty suffice for an account of the 
physical background with all its regional variations. It is indeed 
true that the north-east of Scotland is a coastal region whose 
summers are a little fresh and whose agriculture is based on a 
combination of oats, turnips and cattle, but that is hardly an 
adequate description of a region famed for the technical compe- 
tence of its farmers in a number of enterprises other than those 
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thus briefly mentioned. Nor, in a work of this length, should the 
diverse and intensive farming of the fens be dismissed in five lines 
with a reference to wheat, potatoes and sugar-beet. Nor does 
the author anywhere describe that combination of sheep with 
arable which, before the war, was a frequent enterprise on many 
light soils; and he has failed to grasp the importance of hill 
breeds of sheep, such as the Welsh Mountain, the Cheviot and 
the Blackface, in providing the foundation stock for the cross- 
breds that grazed the pastures and fattened on the turnips of 
many lowland farms. 

Possibly M. Traversin’s compilation is designed for students 
of economics and of comparative administration. It will provide 
them with a mass of facts and figures on recent trends and a 
convenient though short list of references (occasionally mis-spelt) 
to original sources. Yet the very detail of the information may 
prove confusing to such readers, since it is unrelated to any dis- 
cussion of economic principles or current problems. The author 
notes the preference for the tenancy of a large farm to the owner- 
ship of a small farm, but this, to him, surprising feature is not 
related to the relative profitability of farming and of land- 
ownership. Elasticity of demand is mentioned in relation to 
wheat prices in the seventeenth century but not to the problems 
of the Milk Marketing Board. He describes the annual price 
reviews which take into account the costs incurred by farmers; 
elsewhere it is noted that minimum wages are fixed at levels 
which take into account the economic circumstances of agri- 
culture; the political and economic problems raised by the 
conjuncture are not mentioned. The work is painstaking and 
oddly comprehensive, but hardly illuminating, nor does it give an 
adequate picture of the rich diversity of farming life and practice 


to be found in these islands. 
Epira H. WHETHAM 
School of Agriculture, 


Cambridge. 


The Great Pierpont Morgan. By Lewis ALLEN. (London: 
Victor Gollancz, 1949. Pp. x + 306. 15s.) 


Ir is the fashion to-day to regard such a man as J. P. Morgan 
as an anti-social force, a malignant not even a benevolent tumour 
in the business world. Yet Mandeville said that private vices are 
public benefits, and it is doubtful whether the wealth of nations 
would have been built up without the initiative and predatory 
instincts of the “‘ Robber Barons.” In going out after wealth for 
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themselves they created wealth and a savings deposit for the 
public. 

It is debatable whether a love of order or a love of power was 
the driving force behind Morgan’s acquisition of wealth. When 
Robert Oppenheimer said, “It was a very exciting experience 
when I first learned of the atomic theory, of valence and the 
periodic system—these wonderful regularities which reveal the 
deep order of nature,” Mr. Morgan would have understood what 
he felt. If man is made in God’s image, the creators of Trusts 
cannot be blamed for also desiring to bring order out of chaos. Mr. 
Lewis Allen sees Mr. Morgan as this regularising and disciplining 
force in American industry. 

In the Battle of Susquehanna between the cohorts of Gould and 
Ramsay, Mr. Morgan saw an object lesson in the disorderliness of 
competition which he never forgot. This phrase, “‘ the disorder- 
liness of competition ’ became the idée fixe in his mind from now 
on; and it was the explanation of all his future business activities. 
Competition is disorderly, but as Judge Starlan said in summing 
up the decisions of the Supreme Court of Justice in the leading 
Anti-Trust cases in March 1904, “‘ The natural effect of competition 
is to increase commerce ; and an agreement whose direct effect is to 
prevent the play of competition restrains, instead of promotes, 
trade and commerce.’”’ Mr. Morgan genuinely thought compe- 
tition to be damaging. ‘‘ Damaging ” was ever afterwards to be 
the connotation in his mind to ‘‘ competition.” 

Mr. Lewis Allen quotes John Mitchell as saying that “ he was 
credibly informed that Morgan was friendly to organised labour. 
As an organiser of capital he concedes the right of labour to 
organise.” His love of order thus was extended to his opponents, 
even to the curtailment of his power over them. When George F. 
Baer said to the strikers in the anthracite mines that “‘ the rights 
of the labouring man will be protected and cared for—not by the 
labour agitators but by the Christian men to whom God in His 
infinite wisdom has given the control of the property interests of 
this country ” a similar statement at the present time would be 
greeted with mirth and contumely; but in the context of his age 
it is not beyond the realms of possibility that Baer believed in 
what he said. 

Mr. Morgan’s ability to keep his deep sense of religion and his 
business in apparently unconnected compartments in his life 
would be irritating to the modern mind. Is it a sense of equity 
or a proof of a vindictive nature to be pleased that Mr. Morgan was 
called to account before the Pujo Committee before he died ? 
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When Mr. Morgan said to Mr. Rainsford, the Vicar of St. 
George’s Church, “I want it (the vestry) to remain a body of 
gentlemen whom I can ask to meet me in my study ”’ he, in fact, 
described what he wished the business world to be. He thus 
reduced, in his mind, the whole size of the world of business to that 
of a vestry meeting, a body of gentlemen whom he could ask to 
meet in his study, and—let us be frank—a body of men he could 
dominate. That he deliberately locked the door of this study to 
prevent the heads of the Trust Companies leaving before they had 
come to a decision in the great panic of 1907 proved that he looked 
on them as a pack of schoolboys of whom he was the head master. 
His supposition may have been correct, for it is indisputable that 
Morgan, in the words of the author, acted during this panic as 
“a one-man Federal Reserve Bank.” 

It was after Mr. Morgan had been to see President Theodore 
Roosevelt concerning his prosecution for breach of the Sherman 
Act, that the President turned to Attorney-General Knox and said : 
“‘ That is a most illuminating illustration of the Wall Street point 
of view. Mr. Morgan could not help regarding me as a big rival 
operator who either intended to ruin all his interests or else could 
be induced to come to an agreement to ruin none.” The govern- 
mental worm was beginning to turn. The clash between the 
authority of Government and the authority of big business had 
started. The situation has been very well put in the words: 
“Tf the great corporations do not stop swallowing up small 
businesses the country will, through its government, swallow up 
the big corporations.” 

It is indisputable that Morgan used the sheer weight of his 
personality and formidable will to brow-beat his opponents into 
submission just as Hitler did some years later. Yet he was capable 
of tenderness, as his marriage to the dying Mimi showed. That 
his sentimental feeling for the New Haven Railroad led to one of 
his few financial failures is an ironic twist in the history of this man. 

He had a certain love of beautiful things, yet one cannot help 
feeling that his great art collection was fundamentally the result 
of his talent and mania for acquisition. He and Roger Fry never 
understood one-another. Yet if Morgan had had a real love of 
the imponderables he and Roger Fry would have had a common 
meeting ground. 

But there is no doubt that the majority sentiment of the 
people is overwhelmingly against the existence of these large 
industrial combinations which were the ideal of J. P. Morgan. As 
Mr. Vanderbilt told a reporter: ‘‘ A public sentiment has been 
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growing up opposed to the control of such a great property (The 
New York Central) by a single mass of a single family.” Public 
indignation has a habit of becoming a righteous indignation which 
asserts that such power is more than a good man should want or a 
bad man should have. When a man is born who has the business 
ability of a Kruger, the moral integrity of a Halifax, and the 
humanity of a Bach we will have a man in whose hands we can 
safely entrust such power. “‘ The Great Pierpont Morgan ” was 
not sucha man. As John Dos Passos says “ we have not learned 
how to put power over the lives of men into the hands of one man 
and to make him use it wisely.” 

Mr. Lewis Allen has been scrupulously fair to his subject. 
When the battle between individualism and State control is raging 
all over the world, this is not atways easy. This book is singularly, 
and mercifully, free of all propaganda. Mr. Lewis Allen has stated 
his facts. He has left it to his readers to draw their own con- 
clusions. 

Iris HARVEY 


The Miners: A History of the Miners’ Federation of Great Britain, 
1889-1910. By R. Pace Arnot. (London: Allen & 
Unwin, 1949. Pp. 409. 21s.) 


THis volume has been written under the auspices of the 
National Union of Mineworkers, and is presumably meant to have 
a sequel carrying the story forward through the critical period of 
the miners’ movement that began with the big strikes of 1911 and 
1912, and passed into a new phase when the Miners’ Federation 
was transformed into the National Union of Mineworkers only a few 
yearsago. It ought also to have a predecessor, covering the records 
of the miners’ movements before the formation of the M.F.G.B. 
in 1889; for no adequate account of these earlier developments has 
yet been published—none, especially, of the National Union which 
flourished for a time in the 1840s, or of the extensive agitations and 
organisations of the 1860s and 1870s. Mr. Arnot gives a very 
brief account of these earlier phases ; but it does not pretend to be 
based on any original research, and is too slight to give even a good 
general picture. This makes it the stranger that he has chosen to 
illustrate the present volume almost entirely with pictures 
relating to this earlier period, and wholly unconnected with his 
text. 

Even for the period which he does profess to cover, his work is 
none too satisfactory. He has made use of the central records of 
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the Miners’ Federation and of a few scarce pamphlets and reports 
as well as of the obvious published sources; but he seems to have 
made no attempt to use the more abundant records of the County 
Associations and regional Federations of which the M.F.G.B. was 
made up. Consequently, he gives no real picture of the Miners’ 
Unions at work, with all their important local and regional 
differences. His narrative of events on the national plane—or 
rather on the plane of the area effectively covered by the M.F.G.B. 
—is adequate, but lacks vitality because of this divorce from the 
local movements except where they come to the front in connection 
with national issues. The plain truth is that Mr. Arnot, though 
he has the advantage of writing reasonably well, has not done 
nearly enough work to provide a foundation for a satisfactory 
book. 

This does not mean that the book lacks interest. Its account 
of such matters as were handled nationally, or became issues for 
debate in Parliament, is usually clear and well put. This applies 
particularly to the long struggle for the legal limitation of the 
hours of labour, in which Northumberland and Durham were for 
so many years opponents of the Federation’s policy, partly on 
principle, but mainly because the hewers who dominated the 
Unions in the north-eastern counties feared that legislation might 
jeopardise the concessions they had won by negotiation for them- 
selves, but not for other grades of mineworkers either below ground 
or on the surface. The record of the eight-hours struggles, indeed, 
dominates a large part of the book. Other matters that are dealt 
with adequately include general wage movements, the develop- 
ment of parliamentary representation and the Miners’ Inter- 
national from its beginnings in 1890. 

The illustrations, in addition to those already mentioned, 
include portraits of a good number of miners’ leaders from Thomas 
Hepburn to Robert Smillie; and these are accompanied in most 
cases by lively pen-pictures—a good proportion drawn, almost 
unsupplemented, from a single pamphlet source. These latter 
bring out very clearly the character of the miners’ leadership 
during the ‘‘ Lib-Lab ” period when most of the County Unions 
and Federations were being built up; but they are no substitute 
for what is missing—an account of the diversified local back- 
grounds against which these men fought their fights and the 
Unions at length consolidated their hold. Compared with many 
trade-union histories, this is a competent piece of work; but it 
could have been much better, and gives the impression of having 
been finished off in a hurry, with no further research, after the 
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work done for it before 1939 had been interrupted on account of 
the war. 


All Souls’ College, 
Oxford. 


G. D. H. Cour 


Economics of the Labor Market. By JosrepH SuHister. (New 
York: Lippincott, 1949. Pp. xxiii + 590. $4-50.) 


Tuts book deals with labour conditions in the U.S.A. and 
the methods by which these conditions are regulated. The 
conclusions which the author draws are derived from the legislative 
and institutional background of industrial negotiation in that 
country. There are few of them which could be applied without 
modification to the circumstances prevailing elsewhere. 

The book covers a very wide range. Nearly two-thirds of 
it is concerned with the composition of the labour force and the 
history, structure and objects of the institutions which aim to 
regulate and control the labour market. A large part of this 
section, as is to be expected, is devoted to trade unions. The 
importance of government policy is, however, also stressed not 
only in relation to the legislative encouragement of collective 
bargaining but also in relation to social security. In describing 
the part played by managemént, the author seems more impressed 
than other recent writers with the growth of employers’ associa- 
tions and the extent to which they participate in collective 
bargaining. It would still appear, however, that collective 
bargaining through employers’ associations is infrequent in the 
major industries, that the scope of such employers’ associations 
as do exist is rarely industry-wide, and that the collective bargain- 
ing which they conduct on behalf of their members is usually for 
a town or region rather than for the country as a whole. More- 
over, the author states, the majority of the firms which do 
negotiate agreements collectively through employers’ associations 
administer them as individual units with the trade union concerned. 
The distinction is an important one, and contrasts sharply with 
the procedure in this country. There is no doubt that the part 
played here by employers’ associations and trade unions in 
administering the collective agreements which they have nego- 
tiated and in interpreting and enforcing their terms is a funda- 
mental factor in ensuring such measure of freedom from industrial 
disputes as we have enjoyed. 

There are many reasons to account for the slowness of growth 
of the trade-union movement in the U.S.A. and one may question 
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whether its five-fold increase in the last 15 years is the result—at 
any rate to the extent that is commonly believed—of the legislative 
developments of that period. Some of the reasons advanced in 
this book, however, to explain the trend of trade-union member- 
ship are confusing and unconvincing. Thus we find on one page 
the suggestion that a period of prosperity in the 1920s when the 
workers could improve their real earnings without trade-union 
intervention was a reason for slowness of growth of trade unionism. 
On the next page we find the depression of trade given as a reason 
for decline in membership from 1929 to 1933. Four pages later we 
find the suffering and privation to which the depression had 
subjected the workers assigned as a main reason for the spread of 
trade unionism both in the moderate recovery from 1933 onwards 
and in the 1937 recession. 

On the whole, however, this section of the book, dealing with 
the institutions of the labour market, presents a clear and interest- 
ing picture of the parties and policies operating in the settlement of 
industrial conditions in the U.S.A. and of the historical reasons 
which have influenced their development. In a book which is 
otherwise well constructed there is a strange section dealing with 
union—management co-operation, interesting in itself but repeating 
not only arguments but even quotations which have already 
appeared in an earlier chapter. The explanation, no doubt, is that 
the section in question is based, as the author tells us, on his essay 
in Insights into Labor Issues, a symposium published in 1948. It 
would have been well had the author taken a little more trouble to 
dovetail this section into the argument of his present book instead 
of incorporating his previous essay largely verbatim. 

The last sections of the book consist of a survey of the operation 
of the labour market and the author’s conclusions in the course of 
which he examines what he regards as the shortcomings of existing 
wages theories and propounds his own, suggests measures for 
controlling unemployment of various types, and considers the 
possibility by means of wages policy both of counteracting the 
inflationary tendencies inherent in policies of full employment 
and of lessening inequality in the distribution of income. His 
general conclusion is that, under the existing institutional 
structure of the U.S.A., there is little hope by means of wages 
policy of dealing effectively with the organic problems confronting 
society in the labour market—by which he means unemployment, 
the maintenance of stability once full employment is attained, and 
a reduction of the existing inequality of income distribution. 
These problems, in his view, can be solved effectively only by a 
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greater degree of governmental intervention. He makes a plea 
for acceptance of what he describes as ‘‘ a minor degree of govern- 
ment participation when the occasion arises ”’ as the alternative to 
“a serious challenge of some form of collectivism.” 
H. 8S. KrrKatpy 
Queens’ College, 
Cambridge. 


Politics and the Press c. 1780-1850. By A. AsprnaLu. (London : 
Horne & Van Thal, 1949. Pp. xv + 51l. 42s.) 


WE took up this book with the hope that it would be the 
political counterpart of Dicey’s Law and Opinion with its single 
central idea, the transition from Benthamism to Collectivism, 
aptly illustrated from literature and law. But it is very different. 
It contains a wealth of political detail—political in the sense of 
party politics, and it shows how statesmen and governments 
treated and were treated by the Press. Professor Aspinall, as 
we know from his other studies, has a matchless knowledge of 
the manuscript correspondence of the period : he is as omniscient 
here as his hero, Brougham, and much more judicious. The 
treatment is indicated by some of his sub-titles: Government 
Subsidies and Treasury “ Hirelings”’; the Government and the 
Press; the Opposition and the Press; Newspaper Circulation ; 
the Growing Freedom of the Press; and all this not only for the 
London Press, but for the Irish Press, Protestant and Catholic, and 
(very sketchily) the Provincial Press. 

One criticism cannot be suppressed. There is an infinity of 
trees, but it is desperately hard to see the wood. The author, I 
think has struggled against this defect, for at the end he gives us 
a brief general view, which lies buried under the mass of detail 
in the text. 

“* Since the end of the eighteenth century, the newspaper 

had been transformed. When Pitt was in Downing Street a 
newspaper was merely a small commercial speculation designed 
primarily to advertise new books, quack medicines, theatre 
programmes, auction sales and shipping news. It contained 
only a few paragraphs of news and no leading articles; and 

its sale was measured by hundreds. The expansion of 
trade and industry, and, consequently of commercial 
advertising, which had been hindered, indeed, but not 
prevented, by the heavy tax on advertisements, rescued the 
newspaper Press from its dependence on Treasury subsidies 

or doles from the party headquarters, gave the newspapers 
large and increasing sales, and an ample revenue which 
enabled them to become financially independent ”’ (379). 
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This was what the Press had been. But into what had it 
changed by 1850? This Professor Aspinall does not clearly tell 
us, but concludes with a bald summary of the removal of the 
restrictions on the freedom of the Press, including the repeal of 
the ‘‘ taxes on knowledge” between 1853 and 1861. I have 
recently had occasion for a special purpose (the Great Exhibition) 
to read the Daily News for 1851. Two features stand out: 
the fullness of the Parliamentary Reports, column after column of 
speeches, with the vote at the end—in fact, a Hansard of the 
leading speeches; and every day a great column of railway 
securities, with traffic receipts, price movements, notices of new 
promotions, amalgamations and the like. Advertisements are 
still paltry, except in relation to railway bills. The leaders on 
the topics of the day, public health, papal aggression, continental 
politics, are brilliant; and the paper is steadily free trade. The 
only paper at all like it to-day is the Manchester Guardian. There 
are practically no head-lines. But there are many amusing 
tit-bits. On the day the Exhibition opened, May 1, 1851, the 
Provost and Fellows of King’s College, Cambridge, announced to 
the nation that their College would henceforth forego its time- 
honoured privilege of taking without examination the B.A. 
degree. 

Professor Aspinall is exceptionally strong on the way in which 
the newspapers pestered the politicians, and how difficult it was 
to keep them in order. Ireland supplied a most extraordinary 
example in 1851-52. The Lord Lieutenant Clarendon got 
himself into the position of being blackmailed by a hireling and 
on the advice of the Chancellor of the Exchequer paid back from 
his own means the £1,700 secret-service grant which he had 
paid to the rascal. Luckily (declared Lord Clarendon) “ the 
affair cost the public nothing, but he himself paid dearly both in 
money and annoyance for having meddled with the Press ”’ (377). 

We have, most of us, I take it, read the three noble volumes 
of The Times History. Professor Aspinall helps us to place this 
relation to its rivals. The breach with the Tories over the 
Six Acts, the breach with the Whigs over the New Poor Law were 
blows which the Government found it hard to offset by the 
support of other journals. The Times was slowly but steadily 
working up to the great days of the Crimea, when it might almost 
be said that it ran the country. As Professor Aspinall reminds 
us, The Times knew, and had known since 1815, that the way 
to make the paper pre-eminent ‘‘ was to develop a news service 
superior to that of all rivals ” (77). 
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There is a bouquet for Cambridge, with which we close. The 
Morning Journal (July 24, 1829) is speaking. 


“The Globe is a gentleman—it has been educated at 
Cambridge—therefore it is a gentleman, and when we differ 
from it our language is respectful. We treat the British 
Traveller in the same way; but as to the Courier and the 
Post it is impossible to award them any other sort of cool 
politeness than that of contempt ”’ (227). 

C. R. Fay 


Cambridge. 
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NOTES AND MEMORANDA 


Pornts as CURRENCY 


RECENT studies of points as an alternative currency have 
concentrated on the attitude towards them of final consumers and 
have assumed that at that place in the system they could, in fact, 
be regarded as a form of currency and would behave as such. But 
to the majority of consumers, to those, that is, who do not deal in 
points in the black market, the exchange value of points in terms 
of legal currency is the least important aspect of this war-time 
addition to our media of exchange. To them points are simply 
an administrative device for controlling the expenditure of the 
only currency they recognise—pounds, shillings and pence. 

It is within the trading and administrative worlds of points 
rationing, where goods flow forward and points back to a Ministry, 
where these flows are to serve as guides to policy, that there is, 
or may be, a presumption that points are currency and valued in 
terms of goods. The object of this note is to explore how this 
presumption works out in practice. 

In presenting what follows, sundry explanations and apologies 
are in order. First, it is based only on experience of the points 
system for rationing food. Second, my close administrative 
connection with this system ended in May 1942, and although I 
continued to see documents connected with it for another three 
years they were not complete. Third, I have now no access to 
official papers and must rely on memory alone. While what I have 
written does accurately represent the impressions that I formed at 
the time, it may well be that they are less valid for the later stages 
of the story which I did not see at close quarters. 

The system of points rationing for foodstuffs was introduced as 
a means of controlling the distribution, from first-hand distributor 
to the final consumer, of certain commodities which were in short 
supply but at the same time were not readily capable of being 
brought into the existing system of individual rationing, either 
because, in fact, the supply was so short or because they were not 
in universal demand. The system was regarded as being very 
flexible, the points ‘‘ price ’’ of different foods being adjustable in 
successive rationing periods so as to increase or reduce demand for 
particular kinds and so to direct consumption into the desired 
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channels, while at the same time retaining the largest possible 
element of free consumer choice. Indeed, a very favourite 
expression of the protagonists of this form of rationing was that 
the points system would work “ just like money.” 

But in the circumstances of a legal market the phrase has to be 
interpreted with considerable caution. For the “ market,” in the 
technical sense, in which a points-rationing system is working has 
certain differences from the ‘‘ market ”’ in which the operations of 
a freely functioning price mechanism are being registered in terms 
of currency. 

In the latter case the assumption is that variations in consumer 
choice will be transmitted through the channels of distribution 
from the final retailer to the first-hand supplier, and will there 
call forth changes either in the amount supplied, or in the 
supply price, or in both. Similar changes may also originate 
at the suppliers end, but these may or may not be transmitted 
down the chain to the final consumer. The extent to which 
changes in first-hand prices are passed along will depend on a 
variety of circumstances. Here only one will be mentioned, 
namely the extent to which the respective units of currency 
and commodity can be combined to produce a gradation of prices 
at which transactions can actually take place. I would call 
this the “ grain” of the price system, so that when the grain is 
“ coarse ” the steps by which prices change are wider than when 
it is “fine.” This grain is normally finer at the wholesale than 
at the retail end, and this relation affects the transmissibility of 
price changes. Where the retail price of flour normally changes 
by ld. per lb., it is not likely to be affected by a wholesale price 
change of jd. per bushel. In the case of eggs, a price change of 
less than 2s. 6d. per long 100 cannot be exactly reflected in the 
retail price per dozen, or per egg, and may therefore, in certain 
circumstances in a free market, not be reflected at all; neverthe- 
less, in such a market, wholesale-price changes of this order of 
smallness frequently took place. But when prices are controlled 
all along the line of distibution, with fixed margins for each type 
of distributor, the situation alters. Because, for example, the 
smallest step by which the retail price of eggs can be changed is 3d. 
a dozen, the smallest possible wholesale change is 2s. 6d. per long 
100, and, moreover, changes must be made only in steps of 2s. 6d. 
per long 100. Thus the price grain is both uniform and coarser 
than in a free market, and this applies both to money prices and to 
points prices. 

This uniformity of grain in the first significant aspect of the 
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points-rationing system, coupled with the fact that the basic 
price, on which the others depend, is a retail price, fixed that is to 
say in terms of small quantities, per lb. or per single can, not per 
ton or per gross. This in turn makes the grain of the points- 
pricing system to be coarser than that of a free monetary system, 
with which it is so often compared. The need to allow for small 
purchases, e.g., of 4 lb. or } lb., made it impossible to change the 
points price by less than 2-4 points per lb. Because this would 
have involved enormous changes in the wholesale pricing, it 
produced from the start an inflexibility in certain prices, which, in 
turn, made it rather more difficult than was at first expected to 
translate the theory of the system into action. This difficulty 
was not made less by the small number of points distributed per 
person in the early stages, t.e., 16-24. Later, when the points- 
banking system was inaugurated this could have been removed ; 
quadrupling the points issue and the points balances at a given 
date would have raised the individual allotment to at least 64 per 
person and made possible changes by single points per ounce. 
But by that time the public had got used to the 16-, 20- or 24- 
points scale, and the arguments for leaving things as they were 
proved overwhelming. 

In order to start a points-rationing system supplies have to be 
moved to strategic spots in the chain of distribution with the 
intent that thereafter the flow of goods shall be governed by the 
movement of points from retailer through wholesalers to first-hand 
distributors and finally to the Ministry as the fons et origo of all 
rationed foods. The pulse of the machine in the Food Ministry 
(during the period referred to and doubtless still) resided in a 
monthly meeting at which experts of the points system and 
representatives of the commodity divisions concerned met together 
to decide the monthly allocctions of points to the public, of 
commodities to the trade and the points “ prices.”” The inform- 
ation before them comprised :— 


(a) the supply and offtake of the preceding month ; 

(b) potential supply and offtake of the ensuing month ; 

(c) total of points available to the public to be satisfied ; 

(d) the degree of ‘‘ consumer satisfaction ”’ in the preceding 
month. 


Two features in this list deserve mention. First, the meeting 
did not generally have before it, although during discussion this 
might emerge, the number of points being actually offered by 
first-hand distributors for the several commodities. In view of 
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the monetary theory of the system this was somewhat surprising. 
Second, consumer satisfaction. This was a return made through 
the Ministry’s Survey Branch designed to show how far the 
available supplies were satisfying the demands of consumers. 
This was expressed as the percentage of consumers who were able 
to get what they wanted at the first time of asking. (Although 
theoretically points goods were obtainable anywhere, the practical 
dominance of the “ registered customer ” made it rather useless to 
make a second attempt at a shop at which one was not registered.) 
The degree of satisfaction varied for different foods and from time 
to time; e.g., rice remained for a long time pretty steady at 98%, 
while dried fruits generally stuck in the low 30%3s, indicating a 
considerable excess of demand over supply. 

In such circumstances the presumed function of the monthly 
meeting would be to vary either the points prices of various foods, 
the total number of points to be issued to the public or the amount 
of commodities put into the machine through first-hand distribu- 
tors. Points values and points issues were, indeed, varied from 
time to time, but I have the impression, which research might 
confirm or confute, that such variations were rather less frequent 
than theory demanded or might have led one to expect. Refer- 
ence has already been made to the tendency to inflexibility of 
prices; there were evident administrative disadvantages in 
varying too frequently or widely, and without some variation in 
the range of foods covered, the total number of points available 
to the consumer. Thus it would seem to be necessary that the 
volume of input should vary. Theoretically this was possible, for 
although supplies were short and there was little room for man- 
ceuvre, yet some room could obviously be made in so far as the 
Ministry was ready to sustain moderate increases or decreases for 
short periods in the level of stocks. There were strict limits to 
this possibility, however, for even long-term conditions of supply 
were rather rigid, and the variations of supply needed to meet 
either variations of offtake by consumers or of demand by first- 
hand distributors backed by the offer of points proved to be larger 
than the system could meet. Yet if the scheme was to work 
‘‘ just like money ”’ it was just this last-named demand that ought 
to have been met or moderated by price changes. It was in its 
inability to do either of these that the scheme diverged most 
widely from its theoretical basis. 

On the subject of inputs the designers of the scheme seem to 
have made two assumptions, first that the volume of input in each 
individual case would be based on the number of points offered by 
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first-hand distributors, second that such inputs would be passed 
instantaneously through the system to retailers. 

This second assumption was wrong on two counts. In the first 
place the time taken for an original distribution by the Ministry to 
get from the first-hand distributor to the retailer was always over 
4 weeks. Thus an input which had been calculated with reference 
to the presumed offtake of one month might actually meet the 
offtake of the next but one, or at least find itself forming part of 
two monthly periods. Commodity Directors could allow for this 
in a fairly broad way, e.g., inputs of currants for the Christmas 
trade could be made around the end of October. But the gearing 
of the points scheme demanded closer quantitative relations. 
Secondly, the time interval was not the same for all foods, for some 
moved faster than others, and this increased the difficulty of 
exactly relating inputs to offtake. In theory, of course, there was 
a perfectly good administrative answer to any complaint that 
supplies of a particular food were failing to come through to the 
effect that the system was designed to meet just that contingency, 
for the consumer could always buy other foods if his first choice 
was not available so long as the total points value of the input was 
equal to the total points in the hands of consumers. But this last 
proviso demanded that. the rates of flow of all foods should be 
uniform, and this was not so. The position was made practically 
insoluble by the introduction of the transport-zoning scheme, 
which was designed to economise the use of transport by restricting 
the cross-country movement of commodities. As an objective 
this was sound, and the means taken to achieve it not ineffective. 
But its very success cut out many opportunities of meeting 
regional variations of tastes. Nor was it possible, administratively, 
to introduce regional variations in points prices, although this 
would have done something to smooth out various oddities, such 
as the strange behaviour of Grade I salmon and the disappearance 
of syrup in Scotland while it flowed freely in southern England. 

Moreover, if the flow of goods from inlet to outlet was slow, the 
reverse flow of points from retailer to first-hand distributor was 
rapid. This affected the first assumption mentioned above, 
which was really the basis of the whole system, namely that the 
volume of any given issue of food by the Ministry should be 
related to the number of points offered by the first-hand distribu- 
tor and to the wholesale points price. 

In order to carry out this assumption it was necessary that there 
should be an uniform system of distribution for all commodities, 
and that either the quantities or the points prices should be 
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variable. Now it was clearly intended at the start that all 
commodities should be distributed on the basis of points surren- 
dered by distributors and that either prices or quantities should be 
varied so as to bring supplies and points into alignment. But 
difficulties arose early because there was already in existence for 
each commodity a system of distribution based on some other 
criterion, usually 1939 datum figures or current sugar registrations. 
Neither the trades nor the Ministry were particularly anxious to 
initiate changes that would have upset the internal balance 
between individual traders. Thus within the limits of available 
supply the quantities distributed were generally fixed on some 
basis other than that of points offered by first-hand distributors. 

A further difficulty arose from the fact that there was no 
uniform method for converting the basis of distribution that was 
actually adopted in any given case into a valuation in terms of 
points so as to secure the surrender by first-hand distributors of 
the points which their allocation represented. In some cases 
supplies were issued on credit, i.e., to be paid for by points later 
secured. For the time being, therefore, points in the hands of 
distributors, who were generally dealers in more than one kind of 
points-rationed food, were available to back a demand for other 
kinds. Thus as various commodities were successively brought 
into the scheme the later arrivals came under the pressure of 
unspendable points which were shifted from those foods distributed 
on a 1939 or some other non-points basis. 

Two ways were open, in theory, to meet this situation, to vary 
the amounts supplied by the Ministry or to vary the points prices. 
But although as has been said above there was some possibility of 
varying the quantities supplied, yet the scope of such variations 
was obviously limited, especially upwards; it was always easier to 
reduce than to increase the quantities issued. At the same time 
it was not practically possible to mop up all the points offered by 
raising the points price, for with a coarse-grained price system this 
would have killed retail sales. 

The result of all this was that the nearest the points system 
came to working “just like money ” was to exemplify a “ con- 


trolled inflation.” There was a steady provision of points 
“ currency ” to consumers, which they used, in whole or in part, 
to obtain various foods. But the supply of foods into the system 
was not based on points offered by first-hand distributors, but 
was determined by the long-term policy of particular Commodity 
Divisions and was split up among individual distributors, gener- 
ally speaking, on the basis of their 1939 trade, for all attempts 
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failed to base first-hand distribution strictly on points. Thus 
there accumulated at various places in the chain of distribution, 
though more generally among wholesalers and first-hand distribu- 
tors than among retailers, masses of points “‘ purchasing power ”’ 
which they were unable to use and exerted a pressure of demand 
which bore perpetually on the Divisions of the Ministry responsible 
for issuing commodities to the trade. 

These accumulations took place because of various lags in the 
system to some of which reference has already been made. There 
was the lag in paying in points for quantities issued. There was 
the difference between the velocity of circulation of points one way 
and of commodities the other. To some extent also points piled 
up in the scheme because commodities were sometimes carried on 
in the scheme after importation and distribution had stopped, and 
as stocks in hand ran out demand was shifted on to other com- 
modities. Conversely, when a new commodity came on, stocks 
and goods in transit became windfall points capital, for the 
administrative difficulties involved in taking inventories and 
charging for them were insuperable. Some retailers grossly 
mismanaged their points, and not once but frequently. This 
meant that points accumulated in the hands of the cleverer 
retailers, but, again, it was not possible to let the foolish ones stew 
in their own juice, and sooner or later there had to be some more 
points doled out all round. Wholesalers, quite illegally, gave 
points credit, and this could never be stopped, for even when one 
was caught it was impossible to get the theory of the system 
appreciated in a court of law. Even after the institution of the 
points banking system, the pruning of excessive accounts was a 
long and difficult process. And behind all this was the reluctance 
of wholesalers, and even more so of retailers, to accept the theory 
of the system. They did not want the measure of free enterprise 
involved, therefore they were always clamouring for more points, 
never seeing that by so doing they made the position worse instead 
of better. 

To sum up, I would submit the following considerations. 

Any study of points as currency must not disregard the implica- 
tions of rationing itself, the problems of administration and the 
difficulties that arise from a “ coarse-grained ” pricing system. 
When these are brought into the picture it may well appear that 
points can never behave “ just like money,” or insofar as they do, 
it is money minted in a Shachtian rather than a Marshallian mould. 

As for points rationing as a system of controlling distribution, 
it may be said that for the administrator it does offer a possibility 
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of varying the public’s propensity to consume certain types of 
commodity. But the problem of fitting supply to demand, as 
indicated by the offering of points along the line of distribution, 
will provide perpetual administrative headaches and perhaps 
can never be really solved. 

To traders it is even less satisfactory, even if we allow that in 
their complaints that they cannot get what they want they will 
not always nor often be disinterested parties. The availability of 
supplies must be conditioned by government policy (in the case of 
food by such matters as nutrition, shipping space or the balance of 
payments), and individual allocations determined by some datum 
line in the fixing of which their current points trading may play 
little or no part. Yet the public will believe, or choose to think, 
that the system is one of flexible distribution guided by public 
demand and will tend to ascribe to the distributive trade rather 
than to the situation itself such disappointment as it suffers. 
Even if traders do not really want the flexibility that the system 
purports to achieve, they cannot say so openly and will try to 
divert from themselves and on to the original suppliers the 
complaints of final consumers. At the same time thay have to 
keep track of the volume of points flowing through, to check a 
points account as well as a cash account. 

Yet, paradoxically enough, to the final consumer the system 
gives a good deal of satisfaction. The individual feels—or, at 
least at the start of the scheme did feel—that he has some choice 
in the composition of his diet and that, in some way free choice is 
being combined with equality of opportunity. But he fails to 
observe that in fact his range of choice is circumscribed by con- 
siderations outside the system, and that the system itself affects 
a very small range of his purchasing horizon. For even at the 
maximum load on the scheme the value of the points ration, 
averaged over the range of foodstuffs, never went much above 2s. 6d. 
per month. Perhaps the best comment is that made to the writer 
many years before the War by a French hotelier to whom he had 
remarked that the central heating did not work as designed 
“ mais, aprés tout, monsieur, il-y-a une illusion.” 

E. M. Hucu-JongEs 
Keble College, 
Oxford. 
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THE PRESENTATION OF NATIONAL INCOME STATISTICS 


During the last two decades, national-income studies have had 
a rapid development and have reached the stage where inter- 
national standardisation becomes desirable. With this end in 
view, the United Nations have published their Studies and Reports 
on Statistical Methods No.7.1_ The report proposes first “a system 
of accounts that provides a framework within which true com- 
parability can be developed as time goes on ” and second “ tables 
which we recommend should be adopted as a framework in the 
presentation of national income statistics.” These tables comprise 
fifteen aggregates.2 They are designed to present “ certain 
accounts for the whole economic system or for major sectors of it 
which are of great utility in practical economic analysis.” 

The tables throw into relief various specific aspects of the 
economic system. But, surprisingly, no table presents the system 
as a whole. It may be that the suggested form of presentation is 
sufficient for the economist who is conversant with the procedure 
of social accounting of which the tables are an epitome. But it is 
certainly bewildering for the lay reader who tries to understand 
these statistics? The interconnection between the various state- 
ments remains obscure, and the quantitative interdependence of 
the aggregates can be grasped only by means of a circumstantial 
analysis. It therefore seems desirable to devise a further state- 
ment which gives the missing bird’s-eye view of the economy as a 
whole. 

At the end of this note, a statement is suggested which tries to 
do this along the lines of commercial accounting practice. The 
statement is composed of a Profit and Loss Account, here called 
‘National Revenue Account”’ and a Balance Sheet (which, 
however, does not show the assets and liabilities themselves, but 
only the changes which occurred during the year). It differs from 


1 Measurement of National Income and the Construction of Social Accounts. 
Report of the Sub-committee on National Income Statistics of the League of 
Nations Committee of Statistical Experts. Appendix: Definition and Measure- 
ment of the National Income and Related Totals, by Richard Stone. United 
Nations. Geneva. 1947. (Quotations from page 9.) 

2 The fifteen aggregates are: (1) personal income; (2) personal outlay; 
(3) relation between personal income and national income; (4) national income 
by factor shares; (5) national income by branches; (6) national expenditure at 
factor cost; (7) national income by income payments; (8) gross national pro- 
duct; (9) national expenditure at market prices; (10) saving; (11) capital 
formation plus net lending; (12/13) receipts and payments of enterprises on 
operating account; (14/15) receipts and payments of the public sector. 

3 W. M. Dacey, therefore, asked for a ‘‘ popular version of the White Paper on 
National Income ” see Economic JourNAL, 1944, No. 214, p. 178. 
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a commercial accounts statement in one major point. The 
commercial statement shows the relation of an enterprise to the 
world around it. If national accounts were drawn up similarly, 
the statement would boil down to a Balance of Payments Account 
showing the relation of the national unit to the rest of the world. 
Most of the figures relevant in national-income statistics, however, 
concern the relation to each other of various sectors within the 
economy. Accordingly, the accounts are drawn up in tabular 
form, dividing the economy into a business and a non-business 
sector, the first being composed of “‘Inland’’! and the “‘ Rest of the 
World,” and the second of a “ private”’ and a “ public sector.” 
Broadly speaking, the first sector gives the real aspect, stressing 
the movement of goods and services, and the second gives the 
nominal aspect, stressing the movement of purchasing power. 
Or, if compared with commercial accounts, the account “ Rest of 
the World ” gives the usual statement which is then analysed into 
the other accounts in such a form that the debit and credit entries 
of each line balance (except for the few cases of ‘‘ balances carried 
down ” and of the balance sheet).? 

Within the Revenue Account, items are grouped into A. 
Income; B. Sales proceeds ; C. Adjustment items and D. Transfer 
items, leaving in each account E. Balances to be carried to the 
balance sheet, similar to the commercial usage.* The Balance 
Sheet, too, uses commercial headings, viz., G. Own funds, and 
Assets and Liabilities, divided into H. Real‘and I. Nominal. This 
way of presentation raises a number of interesting theoretical 
questions which, however, need not be followed up here. 


1 This is the consolidated Profit and Loss Account for the private business 
system requested by Gilbert and Jaszi in Economic JournaL, 1945, No. 220, 
pp. 446-7. 

® The five accounts in the attached statement correspond to the five accounts 
in the ‘‘ simplified social accounting system ”’ of J. R. N. Stone in Economic 
JOURNAL, 1947, No. 227, pp. 293 sqq., and to the Tables 14 to 19 in the National 
Income White Paper of 1948, Cmd. 7649. The main differences in presentation 
are: (a) the juxtaposition of the accounts, (b) the captions and (c) the treatment 
of the capital account in the balance sheet. 

* It is, of course, possible to condense the statement, e.g., by relegating the 
transfer items No. 37 to 45 to sub-schedules. The statement here drawn up 
follows closely the example given in the Appendix to the UNO report. 

4 Group G equals Group H, being the equation savings = investment. It is 
here presented not in its simple form composed of two members, as applicable to a 
closed economy (S = I), but in its developed form, consisting of three members, 
cp. the UNO Report, p. 32, n. 1, and the concept of the ‘‘ Balance of the national 
economy ” of Gruenbaum in his ‘‘ National Income and Outlay with Reference to 
Savings, Capital Movements and Investment ”’ in the South African Journal of 
Economics, 1944, pp. 28 sqq., and in his National Income and Outlay in Palestine 
1936, Table I. 
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A further advantage is that the statement may serve as the 
pivotal exhibit to which all subsidiary information is linked by 
means of schedules and sub-schedules. These may take four 
forms: (a) a column is analysed into its component parts (e.g., 
“ Inland business ”’ is broken down into business enterprises plus 
house ownership plus banking plus other financial intermediaries 
plus insurance) ; (b) an account or a column is repeated in a varied 
presentation. H.g., ‘‘Inland—current account”? may be re- 
capitulated in net, instead of in gross, figures. In this form the 
column lends itself easily to time comparisons ; (c) a caption on the 
left hand is broken down into its component parts (e.g., sales pro- 
ceeds of consumers’ goods and services, No. 18, into classes of 
goods, etc.) ; (d) an aggregate broken down in the statement in one 
form (e.g., national income in No. 15 ‘‘ by income payments ’’) is 
repeated in other forms in schedules (e.g., ““ by factor shares ” 
and ‘‘ by branches”). Whatever the wealth of detailed informa- 
tion included in a report, the reader can orientate himself easily 
by reference to the Revenue Account and the Balance Sheet. 

It will be noted that out of the fifteen aggregates contained in 
the separate tables proposed by the UNO committee, seven are 
incorporated in the statement ' and two others can be easily 
read off.2 To that extent, a Revenue Account and Balance 
Sheet make the separate presentation of tables superfluous. Four 
of the remaining aggregates can easily be linked by way of schedules 
to some of the aggregates included in the Revenue Account.* 
Furthermore, by slightly redesigning the statements, additional 
aggregates of economic importance can be incorporated. This has 
not been done in the attached example in order to follow as closely 
as possible the numerical example given by way of illustration in 
the Appendix to the UNO report. 

E. FUERST 
Jerusalem, 


1 Personal income No. 54; personal outlay No. 54; relation between per- 
sonal income and national income No. 54 to No. 15; national income by income 
payments No. 15; gross national expenditure No. 33; saving No. 48; capital 
formation and net lending No. 61 to No. 63. 

* Receipts of enterprises on operating account No. 18 to 42 less 22 in the 
first account left hand plus 29; receipts of the public sector No. 55 plus 65 less 
26 in the last account, left hand. 

3 National income by factor shares; net national product; and net national 
expenditure as schedules to No. 15; gross national product as schedule to No. 33. 
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LABOUR IN THE ARMY IN Two Wars 


A COMPARISON with the upshot of a study of experience in the 
First World War adds force to the findings and suggestions con- 
tained in Professor Phelps Brown’s interesting study, Morale, 
Military and Industrial Although Professor Phelps Brown con- 
siders the attitude and reactions of the fighting men themselves, he 
finds the common ground for comparison between work in the 
Army and work in civil life by taking “‘ the soldier in denims rather 
than in battledress, and so keep(ing) to those parts of army life 
which are least affected by war-like excitement and the ‘ servitude 
et grandeur militaires’’’’ (p. 42). The work is therefore strictly 
comparable with that of the British labour battalions of the 
First World War discussed by Lord Lindsay.? The purpose of 
the two papers is identical : in Lord Lindsay’s words it was “ to 
set down the results of an elaborate experiment in the organisa- 
tion of labour, where the economic motives were largely absent, 
and their place had to be taken by others ”’ (p. 69), while in the 
words of Professor Phelps Brown “ the object of this study has 
been by examining some of the ways in which men worked when 
they did not have wage-incentives or the sanction of dismissal, to 
reveal the operation of factors whose effects, if any, it would 
otherwise be hard to disentangle ”’ (p. 52). 

Both writers agree that patriotism itself did little to bring 
forth hard work day by day, but was rather, in Professor Phelps 
Brown’s happy phrase, ‘“‘ a general and permissive condition for 
work, rather than a motive ”’ (p. 43; cf. Lindsay, p. 74). Both 
note the importance of professional skill, and with it professional 
pride in raising individual output (Phelps Brown, pp. 43-4; 
Lindsay, p. 77). As an alternative to a money reward output 
could be stimulated by some exemption from duties, as leisure was 
something everyone wanted (Phelps Brown, p. 44; Lindsay, 
p. 76). 

It is remarkable that both writers stress two other factors 
above all others. In the first place, efficiency benefited greatly 
when each man was able to see what he was contributing and was 
not a mere cog in a large machine. “If they are treated as cogs 
in a machine, it does not much matter whether the machine is 
grinding out profits for individuals or benefits for the public. 
Being treated as a cog matters more than the purpose to which 
the machine is put. For treatment as a cog is obvious and ever 


1 Economic Journal, Vol. LIX, No. 233, pp. 40-55. 
2 “The Organisation of Labour in the Army in France during the War and 
its Lessons,’’ Economic JouRNAL, Vol. XXXIV, No. 133, pp. 69-82. 
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present to the imagination, the purpose you are serving in the 
machine is difficult to keep continuously alive in the mind” 
(Lindsay, p. 75; cf. Phelps Brown, pp. 43-4). The answer was to 
be found in group morale. Lord Lindsay says the Labour Direc- 
torate ordered that men should be employed regularly in the same 
company or regular division of a company which was encouraged 
to keep records of work accomplished. Once the groups were 
formed and gained the loyalty of its small membership, such 
records were useful for stimulating competition with other teams 
with whom they were in contact (Phelps Brown, pp. 45-6). 

In the second place, “the fact that all were working for a 
public end did not in itself eliminate ill-feeling between employers 
and employed ” (Lindsay, p. 75). The antagonism outlasted the 
profit motive, which had been eliminated. It was due, according 
to Lord Lindsay, to the continuance of treatment of the men as 
mere mechanical instruments. Once this was overcome the 
grievance disappeared. It was overcome by laying the responsi- 
bility for doing specific tasks and the methods of carrying the work 
out on the labour company itself. ‘“‘ How they did it, what inter- 
vals of rest they took, how they arranged their squads, was their 
affair. They were not living tools, but men assigned a responsible 
task and given scope to do it ” (Lindsay, p. 76). Not only did the 
output of companies working on this contracting system improve 
enormously but also what had hitherto been monotonous routine 
provided scope for experiment and initiative. Likewise Professor 
Phelps Brown holds that “ A great economy of effort could be 
achieved if the operational or administrative sub-unit could be 
made to coincide with the group. In effect, this meant giving the 
group a job and leaving them to get on with it. . . . Members of 
the group, having a problem in their own hands, might make a 
good suggestion which would not have been heard of otherwise, or 
offer to do something extra which they would have resented being 
ordered to do ”’ (pp. 46-7). 

The close parallelism between the content of the two papers 
may be seen also in the suggestions that each author makes. It 
will suffice to quote the following. ‘‘ These facts seem to confirm 
the view that in a modern industrial society the fundamental 
antagonism is not between those who own capital and those who 
do not, important though that distinction may be, but is between 
those who take responsibility and manage and discipline, and those 
who are given no responsibility and are managed and disciplined, 
and that no solution of industrial problems is possible unless that 
antagonism is removed. How far the method which proved so 
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successful in the army is applicable to industrial conditions is a 
difficult question. The work done by the labour corps involved 
little use of machinery, and therefore gave scope to individual and 
collective contrivance in a degree which would not be possible with 
machine production. The army experiments did, however, show 
that in work which under the old system had seemed to be merely 
mechanical routine, there was scope for contrivance and planning 
when men gave their minds to it’ (Lindsay, p. 77). Professor 
Phelps Brown puts his point thus: ‘‘ Some branches of manu- 
facture may offer a choice between organising departments accord- 
ing to process or according to product: each process may be 
concentrated into one department, or the department may be set 
up to contain most of the processes which go to the making of a 
given assembly or product, even though this means that the same 
process will now be carried on separately in several departments. 
The experience reported here gives some reasons for expecting the 
latter to be the method which will suit human nature best ; though 
the technical economies of concentrating processes may often be 
too great to allow of it. Under it, the end product is within sight 
of those engaged on particular processes, who thus have more 
chance to feel that they are really making something, instead of 
only going through certain motions. Those who are engaged in 
the various jobs can see how these fit—or sometimes fail to fit— 
into one another, and may develop a team spirit. The frustration 
of being held up by other people’s shortcomings is avoided so far 
as the supplies of components or the links in a chain of processes 
are brought together by one team to maintain, making their own 
internal adjustments as necessary. The departmental leadership 
is given more executive freedom and less chance to put the blame 
on someone else ”’ (p. 54). 


The London School of Economics. 


D. J. Morcan 





THE Usrt or Home ReEsovurces To SAVE IMPORTS 


1. Mr. BLaGBuRy, in his Article published in this issue, has 
shown that in order to obtain £100 of import-saving production 
from British agriculture we had before devaluation on average 
to give up £123 of home resources (Table I). This raises the 
question of the conditions in which it is right to use home re- 
sources to save imports. Would it be better to devote the 
marginal home resources to the production of additional exports, 


and thus obtain the additional food from abroad ? 
No. 237—VOL. Lx. N 
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2. At constant prices the £123 of home resources would 
probably produce exports worth perhaps £185 f.o.b., the difference 
being due to the higher net output per head in manufacturing 
industry and the profits excluded in Mr. Blagburn’s valuation 
of resources. Further, in order to obtain comparability with 
Mr. Blagburn it is necessary to attempt to value the exports 
c.i.f. If the marginal cost of carrying extra exports can be 
treated as negligible, the £185 might be stepped up to £200. 

3. Mr. Blagburn suggests (Section IV) that beyond a certain 
point the average value of home resources required per unit of 
imports saved increases slowly as total output, and therefore the 
intensity, of production increases. This situation might be de- 
picted in tabular form by illustrative figures as follows : 




















TaBLE I 
The Productivity in Export Industries of Resources Devoted to 
United Kingdom Agriculture. 
£ at constant prices. 
(i) (ii) (iii) (iv) 
Export produc- 
A h : Total h ing power of 
Import replace- pet ra Beaten ad home resources 
ment ¥ U.K. per £100 imports quired.1 used 7 in agri- 
agriculture. saved.! (= (i) x (ii)). cu use . 
(- (iii) x 733) 
1 100 123 123 200 
2 120 125 150 245 
3 130 131 170 275 
(v) (vi) (vii) 
Export producing power 
. Increases in import of increased resources used 
— (iv). replacement by U.K. up per £ of increased 
agriculture (from (i)). import replacement 
(v + vi). 
1 ead _ _ 
2 45 20 2-2 
3 75 30 2-5 














1 On Mr. Blagburn’s definitions. 


4. From this it appears that every £ of marginal resources put 
to agriculture could be made worth twice as much if put instead 
to export. This, of course, is fallacious. The extra exports 
must not only be produced, but also sold, and sold almost in- 
evitably at worse terms than the smaller quantity. Resources 
devoted to export experience diminishing returns just as do those 
devoted to agriculture, even if, as will be assumed throughout 
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this note, the marginal physical productivity of the export 
industries is constant. 

5. In what follows, we propose to deal with the effects of one 
factor only, the elasticity of demand for United Kingdom exports. 
It is implicitly assumed that the net effect of the other factors 
influencing the terms of trade, including the effects of varying 
levels of United Kingdom imports on the prices of imports and 
on the incomes of our foreign suppliers, is small relatively to the 
effect of the elasticity of demand for our exports, and can reasonably 
be neglected in an attempt to establish orders of magnitude. 
That is an assumption which will need examination. On the 
other hand, any formulation which attempted to take account of 
the whole set of relationships would be quite impracticable here. 
We shall assume that British exports are cheapened to the extent 
necessary in every instance, while import prices remain constant. 


TaBLeE II 


Effects of Alternative Elasticities of Demand for Exports on the 
Resources per £ of Increased Imports. 


£ at constant prices. 









































is increased by 20%. 





(i) (ii) (iii) (iv) (v) 
Implied 
Assumed export Value of Import 
volume of | elasticity of prices exports content 
exports. demand. | (from (i) and} ((i) x (iii)). | ((i) x 15%). 
(ii). 
1 100 100 100-0 15-0 
2 120 15 86-7 104-0 18-0 
3 120 2-0 90-0 108-0 18-0 
4 120 2-5 92-0 110-4 18-0 
5 120 3-0 93-3 112-0 18-0 
6 “120 4-0 95-0 114-0 18-0 
(vi) (vii) (viii) (ix) (x) . 
Value o 
Net imports| Net gain Increased pee vod home re- 
(= net of imports home re- F100 Ax sources used 
exports) = net gain | sources (85% increased | Per £ of in- 
((iv) — (v)). | of exports) | of increase sumeneenn creased 
(from (vi)). in (i)). (vii) (viii)). imports. 
‘ ((viii)+(vii)). 
1 85-0 —_— —_ — _ 
2 86-0 1-0 17 5-9 17-0 
3 90-0 5-0 17 29-4 3-4 
4 92-4 7-4 17 43-5 2°3 
5 94-0 9-0 17 52-9 1-9 
6 96-0 11-0 17 64-7 15 
6. In Table II it has been assumed that the volume of exports 


On various alternative assumptions of the 
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elasticity of demand for British exports, calculations are made 
of the net gain of imports. Allowance is made for the increased 
imports of materials necessary to make the exports on the 
reasonably realistic assumption that the import content is 15%. 
It will be seen that on the assumption that the elasticity of demand 
for exports is 1-5 the net increase of imports that could be secured 
by devoting an extra £100 to export is £5-9; this may alternatively 
be stated in the form that to secure an extra £ of imports, £17 
of resources must be employed. If, on the other hand, :the 
elasticity of demand for exports is as high as 4, the net increase 
of imports would be £64-7, or to secure an extra £ of imports, £1-5 
of resources would have to be used. 








TaB_eE III 
The Balance Between Import Saving and Export on Various 
Assumptions 
£ at constant prices. 
(i) (ii) (iii) (iv) (v) 
Value of net 
Output in imports se- 
Import Value of export in- Assumed cured by 
value of home re- dustries of | elasticity of | using re- 
home-pro- | sources re- resources | demand for | sources in 
duced food. | quired to | employed to| exports. export in- 
produce food | produce food dustries 
((ii) X 74). ((iii) x Table 
II (ix)). 
(a) Assumption 1 of Table I. 
2 100 123 200 1-5 11-8 
3 100 123 200 2-0 58-8 
4 100 123 200 2-5 87-0 
5 100 123 200 3-0 105-8 
6 100 123 200 4-0 129-4 
(b) Assumption 3 of Table I. 
2 100 131 215 1-5 12-7 
3 100 131 215 2-0 63-2 
4 100 131 215 2-5 93-5 
5 100 131 215 3-0 113-7 
6 100 131 215 4- 139-1 
(c) Assuming Marginal Rate implied in Table I.* 
2 100 160 260 1-5 15-3 
3 100 160 260 2-0 76-4 
4 100 160 260 2-5 113-1 
5 100 160 260 3-0 137-5 
6 100 160 260 4-0 168-2 




















7. In Table III the results of Tables I and II are brought 
together. If, following Mr. Blagburn, it requires £123 of home 


1 The illustrative figures in Table I assume that an increase of £47 of resources 
would be required to secure approximately £30 of further import saving. This is 
equivalent to about £160 of resources per £100 of import saving. 
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resources to save £100 of imports, and if, after allowing for higher 
productivity in the export industries these resources could 
produce £200 of export goods at constant prices, the net addition 
to imports for any given elasticity of demand for exports can be 
calculated from column (ix) of Table II. If, for example, the 
elasticity is 2-5, the net gain of imports secured by the £200 of 
output in the export industries is £87. The transfer of resources 
from agriculture to export will add to net imports if, but only if, 
the elasticity of demand for exports is in excess of about 2-8. 

8. The Table includes alternative calculations, the first of 
which corresponds with the least favourable figure given in Table I, 
column (ii), and the second of which corresponds approximately 
to the marginal rate of expenditure of home resources per £100 
of imports saved implied by the figures given in Table I. It will 
be seen that if £131 of resources are used to save £100 of food 
imports, some diversion from home agriculture to export becomes 
worth while if the elasticity is a little above 2-6. On the alterna- 
tive assumption that £160 of resources are used to save £100 of 
food imports, diversion remains worth while only if the elasticity 
is of the order of 2-3. 

9. If it is legitimate as a first approximation, to neglect the 
other factors influencing the terms of trade, then it may be said 
that our present agricultural policies are appropriate if, but only 
if, the elasticity of demand for British exports is of the order of 
2-5. This is a substantially higher elasticity than most statistical 
investigations into the pre-war data have suggested. Is there 
reason to think that this elasticity in fact now prevails ? 

10. These calculations have a further relevance to the sub- 
stitution of other forms of consumption for the consumption of 
food. What is evident is that additional supplies of food are 
subject to diminishing returns whether they are secured by home 
production or by import, if additional imports can be secured 
only by further worsening of the terms of trade. But if the 
British consumer would prefer an additional £200 (or possibly 
even an additional £260) of home-produced non-food consumption 
to an additional £100 of consumption of food, that substitution 
of a larger volume of non-food consumption can be provided with 
no increase in the use of resources. What is the marginal rate of 
substitution between food and home-produced goods or services 


in general ? 
AvustTIn ROBINSON 
Rosin MARRIS 
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CuRRENT TOPICS 


Dr. Joun NeEvittE Keynes, Fellow of Pembroke College, 
Cambridge, formerly Registrary of Cambridge University, father of 
John Maynard Keynes, died in Cambridge on November 15, 1949, 
aged ninety-seven. While his main work was in the field of logic, 
he was well known as a teacher and writer of economics, and his 
book The Scope and Method of Political Economy was widely read. 
We shall hope to publish a fuller notice in a later issue. 





THE Royal Economic Society must offer double congratulations 
to Professor A. L. Bowley, first, on reaching his eightieth birthday, 
second on the conferment of the honour of Knight Bachelor and 
in the New Years Honours List. 





WE congratulate also Mr. A. K. Cairncross, lately Economic 
Adviser to the Board of Trade and recently appointed to a Chair 
at Glasgow University, on the award of a C.M.G. 





Mr. H. J. HaBakKovkK, Fellow of Pembroke College, Cambridge, 
has been appointed to the Chair of Economic History in Oxford 
University. 





Houblon-Norman Fund. The Trustees of the Houblon- 
Norman Fund invite applications for Fellowships or Grants in aid 
of research into the working of financial and business institutions 
in Great Britain and elsewhere and the economic conditions 
affecting them. Apart from exceptional cases, awards will be 
confined to British-born subjects normally resident in the United 
Kingdom and will take effect from October 1, 1950. Fellowships 
will be awarded for one year, renewable for a second year: and 
the amount of all awards will depend upon the circumstances of 
the candidate and the likely expenses of his work. Applications 
should be made not later than March 31, and forms of application 
may be obtained from the Secretary of the Fund (H. C. B. Mynors), 
c/o the Bank of England, London, E.C.2. 





THE Association of Scientific Workers has recently formed a 
new branch for Social Scientists. Any who are interested should 
get in touch with the Secretary of the London Social Scientists 
Branch, Association of Scientific Workers, 28 Queen’s Avenue, 
London, N.10. 
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Barclays Bank Review. 


NOVEMBER 1949. Hachange Adjustments. The Role of the International 
Bank for Reconstruction and Development. 
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District Bank Review. 


DEcEMBER 1949. The Consequences of Devaluation. At the Show. An 
American Point of View. A Factor Affecting Productivity : K.S. Lomax. 


Lloyds Bank Review. 
OcToBER 1949. The Sterling Problem: L. Rossins. Benelux: Tue 


EpITor. 
Midland Bank Review. 
NOVEMBER 1949. Some Comments on Devaluation. ‘‘ National Savings” : 
types and trends. 
National Provincial Bank Review. 
NovEMBER 1949. The Problem of the Middle Classes: R. Lewis and A. 
Mauve. Diversification of Industry : H. G. Hopper. 


The Three Banks Review. 

No. 3, SEPTEMBER 1949. Patent and Copyright Reform: Str ARNOLD 
Puant. British Television for Export. A Lancashire Banker and 
Parliamentary Reform 1832. 

Planning. 

Vou. XVI, No. 303. The Hospital Service. I. System of Management. 

Vou. XVI, No. 304. The Cycle Industry. 

Vou. XVI, No. 305. Rent Control Policy. 

Vou. XVI, No. 306. University Courses. 

Vout. XVI, No. 307. U.N. and the Agencies. II. The Secretariat’s Réle. 


Town and Country Planning. 

Vou. XVII, No. 67, NoveMBER 1949. South Wales Outline Plan: C. B. 
Parkes. Improvement of Marginal Land: A. W. AsuBy. Reflections 
on the Black Country: H. J. Buackwam. Progress in Belgrade : Mary 
Sr. Joun. Industries in France: D. HorrinGa. 

Vou. XVII, No. 68, DeceEMBER 1949. North-East Planning Perspectives : 
ANNE KeEtty. Italian Journey: F.J.Ossorn. Politics and Adminis- 
tration of Planning: W. A. Rosson. Rebuilding in Dockland: T. E. 
Nortu. The Great Wen of Scotland: JEAN Mann. Dispersal and De- 
fence : T. AuGuR. 

Vout. XVII, No. 69, January 1950. Centenary of Ebenezer Howard. 
Progress of the New Towns: F. J. Osporn. Crawley: Str THomas 
Bennett. Harlow: Sir Ernest Gowers. Stevenage: C. MApDGE. 
Hemel Hempstead: W.O. Hart. Welwyn Garden City and Hatfield : 
R. L. Reiss. Newton Aycliffe. Basildon. East Kilbride: ELizaBETH 
MircHELL. Glenrothes: L. T. M. Gray. Letchworth: Sm Enric 
MacraDyEN. Manchester’s New Towns: R. Nicnoxas. Peterlee : 
B. Lupetxin. LCC Quasi-Satellites. Country Towns: P. W. Mac- 
FARLANE. 

Progress. 

AuTUMN 1949. The Viscount Leverhulme: L. V. Fiupes. The Organisa- 
tion of Unilever: Str GrorrrEy Heywortu. Self-aid on the Lower 
Rhine: P. ANDERSON. Oils and Fats: Str HERBERT Davis. Soap and 
Synthetic Detergents : P. Terry. Nigerian Forest Factory : R. SIncLarr. 
N. V. H. Hartog’s Fabrieken of Oss: J. Cueney. J. Arthur Rank 
Organisation: Inez Hoxwpen. Winter 1949. The Rebuilding of 
Rotterdam: N. Nicotson. From a Shanghai Window: W. G. Braip- 
woop. Industry as a Home-Help: Marcaret Stewart. Britain’s 
Fish Supplies: W. Jackson Watuace. The J. Walter Thompson 
Company. The Public Looks at Business: E. Roper. The Story of 
BOCM : C. A. C. DE BoInviLLe. 


The United Africa Company Limited Statistical and Economic Review. 


No. 4, SEPTEMBER 1949. Produce Goes to Market, Nigeria: groundnuts. 
Some Financial Aspects of Trading in West Africa. The Manilla 
Problem ; post scriptum. 
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The Canadian Journal of Economics and Political Science. 


Vo. 15, No. 3, Aucust 1949. Graduate Studies in the Social Sciences: H. F. 
Anevus. Some Peculiarities of Cabinet Government in Prince Edward 
Island: F. Mackinnon. Political Economy and Enterprise: W. T. 
EASTERBROOK. Some Theoretical Schemes of Proportional Representation : 
D. Buack. The Territorial Waters of Newfoundland : R.GusHuge. The 
Parish as an Institutional Type: J.-C. FatarpEavu. Population Move- 
ment and Agrarian Depression in the Later Middle Ages : K. F. HELLEINER. 
The Political Theory of Social Credit : C. B. MAcPHERSON. 

Vout. 15, No. 4. NovemBer 1949. The Bias of Communication: H. A. 
Innis. The Basis of Representation in the House of Commons: N. 
Warp. The Farmer and the Market: G. L. Burton. Newfoundland’s 
Entry into the Dominion : H. B. Mayo. The Role of the Union Nationale 
Party in Quebec Politics, 1945-48: H. F. Quinn. Anthropological 
Trends in Canada: T. F. McItwrairn. The Concept of Disposable 
Income: a reply: 8S. A. Gorosera. Lothar Richter (1894-1948): S. 
Bates. Theories of Welfare Economics : MaBEt F. TIMiIn. 


The South African Journal of Economics. 


Vou. XVII, No. 3, S—preMBER 1949. The Report of the Company Law 
Amendment Enquiry Commission: C. 8. Ricnarps. Some Notes on 
Price Inflation in South Africa, 1938-1948 (Part I): T. van WaasDIJK. 
The 1849 Settlers in Natal (Part I): H.M.Rosertson. State Intervention 
in the Regulation of Wages and Working Conditions in Great Britain and 
South Africa: G. G. C. Routrn. A Short Historical Note on the Marine 
Policy: R.S.ScuHackett. Population Policy in Great Britain : Rona 
Ross. 


The Economic Record. 


SUPPLEMENT. AvuGust 1949. Marketing and Home Consumption of 
Australian Primary Products. Prospects of United Kingdom Recovery : 
A.S. Brown. Cost of Production Surveys in Relation to Price Fixing of 
Primary Products: J. G. CRAwrorD. Organized Marketing of Wool : 
R. B. McMituan. Some Aspects of Social Accounting—Interest and 
Banks: H. P. Brown. The Consumption Function: P. J. LAWLER. 
The Position of the Australian Consumer: G. R. Mountain. Economic 
Theory and Industrial Pricing : B. M. CHEEK. 


The Indian Journal of Commerce. 


JUNE 1949. Saving and Investment with Special Reference to Under- 
developed Countries: B. Duar. The Evolution of Decentralisation in 
Indian Finance, 1882-1921: A. N. Aaarwata. Trends in India’s 
Commercial Development (II): K. C. Latwant. Foundry Practice and 
Costing: K. S. HANUMANTHARAO. India and Foreign Capital: R. N. 
AGARWALA. Mineral Resources: outlook for future discovery: F. 
Drxey. 


International Labour Review. 


SEPTEMBER 1949. The Fourth Conference of American States Members of 
the International Labour Organisation : Montevideo, April-May 1949. 
Post-War Trends in Social Security : Medical Care, II. The Belgian 
— of Employers’ Group Secretariats for Social Security Work: A. 

RINE. 

OcroBerR 1949. The Thirty-second Session of the International Labour 
Conference. Social and Economic Progress in Mysore: A. L&ont. Voca- 
tional Guidance in France: C. B&NAsSy-CHAUFFARD. The Working of 
the New Employment Injury Legislation in France. 

NoveMBeER 1949. The Incidence of Industrial Disputes : rates of time loss, 
1927-1947 : R. M. Woopsury. The Development of Labour Legislation 
tn Thailand: M. Dutyacutinpa. The Third Session of the Permanent 
Agricultural Committee—Co-operation and Social Security. 
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World. 


Avoeust 1949. Stalin’s Price for Peace. Can Chiang save China?: 
CoLtonEL ARNADE. What I think of the UN: ELEANOR ROOSEVELT. 
Was the A-Bomb Necessary to Defeat Japan ?: ADMIRAL ZACHARIAS. 
Lucky Luciano vs. the UN : an account of the world’s war on dope. LEcon- 
omic Credo: P. D. REEp. 

SEPTEMBER 1949. Tito’s New Cominform. World Aviation. Freedom for 
Flight: Sir. Wrtu1am P. HitprRepD. Special Report from the Vatican on 
Catholic-Communist War. US and World Markets: C. SawyEr. End 
Furious Nationalisms : C. P. Socarras. 

OcroBER 1949. Can Stalin Oust Tito? Vatican’s Terms for Peace with 
Moscow: G. Datta TorRE. The Hate that Rings Germany: T. H. 
Wuite. Should the US Arm South America ?: CoLONEL ARNADE. My 
40 Years in World Trade : T. J. Watson. 

NovEMBER 1949. Nehru: supreme mediator between east and west. Is 
an Atomic Blitz Possible ?: ¥. Pratt. The Future of American Atomic 
Research: H.C. Urngy. Civilization in Danger : Lorp RoBeErt CEcIL. 
How the Russians got the Atom Bomb : E. RayMonp. 


The Quarterly Journal of Economics. 


Avucust 1949. Basing Point Pricing and Public Policy: C. KayseEn. 
Machlup on the Basing-Point System: J. M. Cuarx. The Post-War 
Reorganization of the German Banking System : H. AptER. The Welfare 
Economics of Heinrich Pesch: R. E. Mutcany. Constant Proportions, 
Fixed Plant and the Optimum Conditions of Production: J. LERNER. 
Bilateral Monopoly and the Competitive Output: J. N. Morcan. Inter- 
regional Payments Compared with International Payments : PENELOPE C. 
HartLanp. The Commonwealth Court of Conciliation and Arbitration : 
O. DE R. FoENANDER. 

NoveMBER 1949. JIJsolationism in Economic Method: G. J. ScHULLER. 
The General Theory of Location and Space-Economy : W.Isarp. En- 
gineering Production Functions : H. B.CHENERy. The Physiocrats’ Con- 
cept of Economics : T. P. NEILL. 


The Annals of the American Academy of Political and Social Science. 


SEPTEMBER 1949. Critical Issues and Trends in American Education. 
NOVEMBER 1949. Government Finance in a Stable and Growing Economy. 


The Journal of Political Economy. 


Vou. LVII, No. 5, OcTOBER 1949. English Economists and the State- 
Managed Economy: J. A. Scuumpeter. Monetary-Fiscal Policy 
Reconsidered: G. i. Bacu. The International Monetary Fund: R. F. 
MIKESELL. Cost Behaviour and the Accounting Pattern of Public Utility 
Regulation : E. Troxet. The Income Tax and the Supply of Labor: R. 
GoopveE. Laissez-Faire and Intervention : a potential source of historical 
error: J.J.SPENGLER. The Bankers and the Bullionists in 1819: J. K. 
HoRSEFIELD. 

The Review of Economics and Statistics. 


Vou. XXXI, No. 3, Aucust 1949. The January 1949 Economic Report of 
the President: S. E. Harris, T. Witson, F. W. Patsu, H. 8. Exxis, G. 
TersporcH and E. E. Hacen. The Underwriting Approach to Full 
Employment: J. H. G. Pierson. The Inflationary Process: A. P. 
LERNER, S. E. Harris, F. Macuiup, H. M. Somers and H. M. Vitiarp. 
Comparisons of Power Cost for Atomic and Conventional Steam Stations : 

. Isarp and J. B. Lanstnc. An Addendum on the Cowles Commission 
Estimates: W.Isarv. The Effect of Size of Manufacturing Corporation 
on the Distribution of the Rate of Return: S. 8. ALEXANDER. Some 
Evidence on Business Expectations: E. C. BRown. 

Vor. XXXI, No. 4, NoveMBER 1949. Wesley Mitchell, Social Scientist 
and Social Counselor: A. H. Hansen. The Moral of the British Crisis : 

Sm Huspert HenpeRson. Capital Movements and International Pay- 
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ments in Post-war Europe: M.L.HorrmMan. Future Foreign Financing : 
H. MENDERSHAUSEN. Comments on the Steel Report: 8. E. Harris, 8S. H. 
SLICHTER and R. R. NatHan. Productivity and Wages: S. E. Harris, 
J.C. Davis, T. K. Hitcn, C. Kerr and 8. Fasricant. The Perspectives 
of Elton Mayo: R. Brenprx, L. H. Fisher and G. C. Homans. Mr. 
Harrod and Growth Economics : D. McC. Wricut. 


The American Economic Review. 


SEPTEMBER 1949. Neoclassical Economics and Monetary Problems: P. B. 
Stmpson. Market Structure and Monopoly Power: A. G. PAPANDREOU. 
Stabilizing Residential Construction: L. GREBLER. The Dynamics of 
Price Flexibility : T.C. Scnettinc. Warburton vs. Hansen and Keynes : 
R.Fets. Learned Handmaidens of American Capital : A. AYZENSHTADT. 

DECEMBER 1949. A Theory of Delivered Price Systems: G. J. STIGLER. 
The Problem of Capital Accumulation: E.H. Stern. Rejoinder: E. D. 
Domar. Monetary Policy Formation: G. L. Bacw. The Stability of 
Demand Deposits: C. R. WHITTLESEY. Revisions to the Theory of the 
Firm: W. W. Corer. Taxes, Saving, and Inflation: J. Tostn. Dis- 
crimination in International Trade: F. D. Houtzman. International 
Aspects of a Recession : A.O. Hirscuman. The Theory of Price Storage : 
H. WorkKING. 


Social Research. 


Vou. XVI, No. 3, SEPTEMBER 1949. Fernando de los Rios, 1879-1949: A. 
Jounson. The Economic and Social Crisis of Europe: B. J. Hovpe. 
Goethe—1949 : A. Satomon. The Economic State of the Nation: H. 
NEIssER. Jean Laurés—last of the great tribunes: H. W. ExnRMANN. 
The Issue of Ethical Neutrality in Political Science: F. KAUFMANN. 
Implications of Capital-Saving Inventions: N. BeEtrer. Professor 
Blackett and the Bomb : C. KaysEn. 


Econometrica. 


Vout. 17, Nos. 3 & 4, Juty—OcToBEr 1949. Programming of Interdependent 
Activities : I General Discussion: M. K. Woop and G. B. Danrtzic. 
II. Mathematical Model : ,G. B. Dantzic. A Vorrection to “‘ Note on a 
Problem of Ragnar Frisch”: C.R. Rao. Bayes and Minimax Solutions 
of Sequential Decision aN og K. J. Arrow, D. BiackweELui and 

M. A. Grrscuick. Some Conditions of Macroeconomic Stability : 
D. Hawkins and H. A. Simon. 


Foreign Affairs. 

OcToBER 1949. The British Crisis : a problem in economic statesmanship : 
J.H. Wititams. Canada’s Stake in Anglo-American Solidarity : W. A. 
MacxkintTosH. Insurrection Fades in France: A. G&traup. British 
Aims in Africa: ExspetH Huxury. ‘Yardstick for UNESCO: B. 
Dexter. J'he People of Ceylon and their Politics: V. SHErAN. New 
Italy Faces Old Problems : party rule in the democratic state: V. IvELLA, 
poverty and population in the south : Ex1zABETH WISEKMANN. Fact and 
Theory about China’s Land: J. L. Buck. Fear in Africa: Saran G. 
Minuin. Through the Russian Looking-Glass: L. GaLaAntizre. The 
Fate of Polish Socialism. The Character of the ‘‘ People’s Democracy.” 
The Revision of the Intra-European Payments Plan. 


The Southern Economic Journal. 


OcroBER 1949. The Analytical Value of Employment-Equilibrium M _—, 
H. W. Ottver. An Evaluation of Organized Speculation: W. 
LEEMAN. The Taft-Hartley Act in Action: P. A. BRINKER. Capital 
Formation and Entrepreneurship in the South: W. H. Bauaun. The 
Appropriate Bargaining Unit Controversy: F. Witney. Farm Labor 
Wage Rates in the South,1909—1948 : H.J. Braunnut. Multilateralism 
in International Aviation : J. A. CONSTANTIN. 

















1950] RECENT PERIODICALS AND NEW BOOKS 189 


The Journal of Economic History. 

Vou. IX, No. 2, NovEMBER 1949. The Significance of Modern Empiricism 
for History ‘and Economics: A. P. USHER. Financing Industrial 
Expansion for War: G. T. Wuire. American Historians and the 
Racine Elite : W. MILier. 


Agricultural History. 

Vou. 23, No. 2, Apri 1949. The Food and Agriculture Organization of the 
United Nations : its history, organization and objectives: N. E. Dopp. 
The Old Rice Plantations in and around the Santee Experimental Forest : 
N. R. Hawiey. Diplomatic Support of the American Rice Trade, 1835— 
1845: B. Duncan. Terracing in the Southern Piedmont: A. R. Hatt. 
The Early Impact of Japan upon American Agriculture: H. F. Grarr. 
American Interest in World Agriculture, 1861-1865 : R. O. Cummings. 
Southern Iowa Agriculture, 1833-1890 : the progress from subsistence to 
commercial corn-belt farming : MILDRED THRONE. The Rural Community 
in the Urban Age; the changes in Michigan since 1900: S. Guazer. 
Federal Protection of Public Timber in the Upper Great Lakes States : 
Lucite Kane. Which Public Domain do you Mean?: E. Lovise 
PeFreR. The Farmer in Modern English Fiction: R. R. Marsu. 

Vou. 23, No. 3, Jury 1949. The Hog Drivers’ Play-Song and some of its 
Relatives: E. C. Burnett. Saving the Kerf: the Introduction of the 
Band Saw Mill: R. C. Lorne. Land Frauds and Illegal Fencing in 
Western Nebraska: A. R. Reynotps. Max Weber as Historian of 
Agriculture and Rural Life: P. HontcsHem. Members of Parliament 
and their Personal Relations to Enclosure: a study with special reference 
to Oxfordshire Enclosures, 1757-1843 : W. E. Tate. Food Controls in 
Occupied Japan: H. F. Smiru. 


Journal of Farm Economics. 

Avueust 1949. Rural Health and the Truman Plan: C. W. Stitiman. 
Theory : definition and purpose: B. W.AtLIn. Actuarial Structures for 
Crop Insurance: H. G. Hatcrow. The Field of Agricultural Marketing 
Research : objectives, definition, content, criteria: G. SHEPHERD. Land 
Reform and the Transformation of Agriculture in Hungary : A. ECKSTEIN. 
Ten Years of the Farm Tenant Purchase Program : E.C. BANFIELD. The 
Brannan Plan and Farm Adjustment Opportunities in the Cotton South : 
W. E. Henprix. Great Plains Agriculture and Brannan’s Farm Pro- 
gram: H. G. Hatcrow and R. E. Hurrman. High Level Support 
Prices and Corn Belt Agriculture : D. G. JOHNSON. 


American Affairs. 
Vou. XI, No. 4, OcroBeR 1949. At the World’s Bedside: G. GARRETT. 
Perpetual Boom. 


Industrial and Labor Relations Review. 

Vot. 3, No. 1, OcToBER 1949. Aspects of Joint Bargaining in the Rubber 
Industry: R. A. WintERS. Collective Bargaining in the Motor Freight 
Industry: M. A. CoHEen and M. Liesperman. Increasing Productivity 
through Labor-Management Co-operation : E. Date. Wages, Income, and 
Compensation under Unemployment Insurance : P.D.SHitLaNnD. Trends 
in University Programs for Labor Education, 1946-1948 : CaRoLine F. 
Ware. The Study of Industrial and Labor Relations in Catholic Colleges : 
BROTHER JUSTIN. 

Harvard Business Review. 

Vout. XXVII, No. 5, SepremBer 1949. Human Relations in Modern 
Business: R. W. Jounson. Education and Training at International 
Harvester: C. L. Watker. Profit-Sharing Plans in Industry: R. L. 
Rowe. <A Corporation Director Looks at his Job: S. J. WEINBERG. 
Factoring as a Financing Device: H.R. Strverman. Dividend Policies 
under Changing Price Levels: H. M. Spear. Measurement of National 
Advertising : W.H.MuLiuen. Competitive Bidding in Sale of Securities : 

S. M. Rossrns. 
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Vou. XXVII, No. 6, NovEMBER 1949. Minnesota Labor Relations Act—an 
opinion survey: J. STIEBER. The Meaning of Scientific Management : 
E. H. Anperson. Merit Rating as a Management Tool: R. E. 
SHAEFFER. Collective Bargaining in Small-Scale Industry—a case study : 
R. B. Wotr. Mutual Investment Funds: W. D. Carter. National 
Association of Securities Dealers: H. V. CHERRINGTON. Forecasting 
Sales: T. G. MacGowan. The Community Relations Problem of Indus- 
trial Companies : J. W. WELCKER. Devaluation of the Pound Sterling : 
Seymour E. Harris. 


Studies in Business and Economics. 


Vou. III, No. 2, SzepremBer 1949. Living Costs: some relationships ; 
Baltimore and other cities, major components. 


Review of Social Economy. 

Vou. VII, No. 2, SepremBerR 1949. Keynesian Policies and Christian 
Social Teaching: F. 8S. Doopy. The Credit Union: legal form versus 
economic function: J. T. Croreavu. Employment Policies and the 
Employment Act: P. J. McCartuy. Social Action Program of the 
National Catholic Welfare Conference: G. G. Hiaains. Problems of 
a Catholic Economic Science: A. BERGER-VOESENDORF. The Place of 
Economics in the Common School Curriculum: T. J. Quictry. Evalua- 
tion of Economic Systems : C. ZEsot. Pope Pius XII on Fiscal Policy. 


Revue D’ Economie Politique. 


Vox. 58, No. 6, NoveMBER—DEcEMBER 1948. La France Economique en 
1947. 2e partie. La production agricole: P. Fromont. La production 
industrielle et le commerce intérieur : A. Piatier. Le commerce extérieur : 
J. WeEILLER. La balance des paiements: R. Jottvor. La législation 
commerciale interne: G. LAGARDE. La politique commerciale et les 
accords commerciaux: J. Naupin. Les transports: J. MorTuHEs. 
L’ Union frangaise: J. Pevirer. L’évolution des salaires: J. LEHOULIER. 
Le mouvement ouvrier et la politique syndicale: G. Denove. La législa- 
tion sociale: H. Bartout. La sécurité socialé: E. ANTONELLI. 

Vou. 59, No. 3, May-June 1949. Utilité et bien-étre: A. LANDRY. 
Progrés technique agricole et dimensions de l’exploitation : P. Fromonr. 
Quelques aspects des politiques économiques des Etats andins : L. Baupin. 
Le plan Marshall et le plan Truman pewvent-tls éviter une “‘ crise de 
surproduction”’??; R. FLORIn. Epargne réelle et épargne monétaire : 
G. Fain. Les travaux publics et le chémage conjecturel : M. BountaTIaAn. 
Les raisonnements fondamentauz de la *‘ Théorie générale” de Keynes (2e 
partie): A. EHRHARDT. 

Population. 

Vot. IV, No. 3, Juty-SEPTEMBER 1949. Migrations et balance des comptes : 
J. Bourceois—Picuat. Structure dela population et besoins de logements : 
L. Henry. Le “ faux probléme ” de la population mondiale : A. Sauvy. 
Attitudes devant la vie et devant la mort du 17* au 19 siécle: P. ARIEs. 
Le conflit entre les mesures masculine et féminine de la reproduction : 
P.-H. KarMeLt. Exemple d’évolution Mune société rurale en ‘‘ milieu 
répulsif’’ : Asniéres-sous-Bois : J. TRICART. Quelques précisions sur le 
probléme sucre-alcool : L. TABAH. 


Statistiques et Etudes Financieres. 


SEPTEMBER 1949. France. Les investissements et leur financement en 1947 
et 1948. Etats-Unis. La politique de crédit du Federal Reserve System. 
Pays-Bas. La nationalisation de la Banque du Pays-Bas. 

OcroBerR 1949. France. L’Impét de Solidarité nationale. Etats-Unis. 
La politique de crédit du Federal Reserve System (l’open market de style 
classique : le periode 1922-1939). Allemagne occidentale. La péréquation 
des charges et l'aide immédiate aux sinistrés. Finlande. L’évolution du 
Revenu national de 1938 & 1948. 
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SuppLiMENT Statistiques. Nos. 1-2, 1949. Les Dépenses de I Fiat. 
Les Recettes publiques. La Situation financiére des collectivités publiques. 
La Situation financiére des territoires d’Outre-Mer. La Reconstruction et 
UV Equipement. Le Trésor. Le Crédit et la Monnaie. Les Relations 
financiéres avec Vextérieur. 

NoveMBER 1949. Evolution du crédit au cours du deuziéme trimestre 1949. 
Points de vue sur les fonctions monétaires de la Banque de France. 
Grande-Bretagne : la dévaluation de la livre sterling et ses répercussions 
internationales. 


Journal de la Société de Statistique de Paris. 


Vou 90, Nos. 9-10, SzepremBEeR-OcTOBER 1949. Une étude sociologique 
des populations noires de VOubangui @ l’aide de tests anthropobiologiques 
et psychologiques : J. GENEVAY. Chronique de production industrielle : 
R. Remery. Note sur la répartition géographique de la production 
minérale: F. BuonpEt. La part des salaires dans le revenu national : 
M. Tortt. 

Vou. 90, Nos. 11-12. NovemsBer—-DrEcEeMBER 1949. Les progrés de la 
statistique en France depuis 20 ans : R. Rivet. Chroniques des statistiques 
bancaires et de questions monétaires : P. CAUBOUE. 


Economie Appliquée. 

Vou. II, No. 2, Aprit—JuNE 1949. Ov en est le taux de Vintérét?: D. H. 
Ropertson. Plan de Vindividu et plan de Etat: U. Part. Une 
extension de la théorie du multiplicateur: J. Utimo. Aspects d'un 
nouveau libéralisme : G. Rottier. La théorie des jeux : G.T. Gum~Baup. 
Les macro-décisions : F. PERROvUX. 


Revue de l'Institut de Sociologie. 


Aprit—JUNE 1949. Réflexions sur le Probléme des Nationalisations : B. 8. 
CHLEPNER. Suffrage universel et Pluralisme électoral: J. LEsPEs. 
Sur l Econométrie: B. Cuatt. Le Probléme des Réfugiés en Europe : 
M. P. HEREMANS. 


Bulletin de V Institut de Recherches Economiques et Sociales. 


Vout. XV, No. 3, SepremBerR 1949. Le marché noir: T. CHELMICKI. 
Mouvements longs et transformations de structure dans l'industrie du coke en 
Belgique (1827-1939). La multiplication des établissements commerciaux 
dans Varrondissement de Louvain du 1 er september 1944 au 31 décembre 
1948: F. Persoons. 

Vout. XV, No. 4, NovemMBeR 1949. La conjoncture économique de la 
Belgique: L.H. Dupriez. Note sur nos nouveaux indices des prix de gros. 
Statistiques économiques courantes. 


Kyklos. 

Vou. III, Parr 2, 1949. Wdhrungsexperimente und Wdhrungsreforme 
1945-1948 : E. Satin. Re-orientation through Fiscal Theory: F. K. 
Mann. L’Orientation de la Science Economique dans ses Rapports avec les 
Progrés de la Statistique: A.Marcnat. Zur Theorie des Kollektivismus. 
Ein kritischer Literaturbericht: W. ROrKe. American Foreign Econ- 
omic Policy, the Dollar Shortage, and Mr. Balogh: W. F. SToLPER. 





De Economist. 


Juty—Aveust 1949. Codrdinatie tussen spoor, auto en schip in het binnen- 
lands goederenvervoer: J. DE Vries. A detailed discussion of the 
relationships between railway, road and ship in the inland goods- 
transport industry. There is need for systematic ee on problems 
of co-ordination. Between the different branches of transport the 
typical difference is not in function but in technique. They may replace 
each other, and therefore are in competition. If the free forces of the 
organisations concerned are not in a position to assure an acceptable 
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“‘ order,” it becomes the duty of Authority to secure this end. But 
intervention of Authority must not impair the dynamic character of 
society. Hence it is a primary principle that the sender must have the 
choice of the means of transport to be used. This is limited by the 
principle that the total transport capacity must be applied to the total 
need of transport. This implies continuity in the distribution of total 
transport over the three branches of transport, which again rests on 
stabilisation of the price-relationship between the forms of transport. 
There follows a detailed consideration of specific problems connected with 
co-ordination. Het probleem van het wetenschappelijk waarde-oordeel in de 
economie : H. TEN DorscuaTE. In the number of De Economist for 
September 1948, Dr. Hartog criticised a doctoral dissertation by F. L. 
Polak on ‘‘ value-judgments.”’ The present article is a comment on, and 
a criticism of, the views expressed by Hartog. 

SEPTEMBER 1949. De geografische aspecten van de industrialisatie in 
verband met de bevolkingsontwikkeling in Nederland en West-Europa: J. 
Winsemivs. Industrialisation is necessary for the Netherlands, (a) to 
rectify balance of payments; (b) to meet increasing population. The 
writer is concerned with the second of these. There are four ways of 
providing for increasing population, viz.: (i) annexation of territory ; 
(ii) land reclamation; (iii) emigration; (iv) industrialisation. The first 
two of these are ruled out as impracticable solutions. Estimates for the 
population of the Netherlands are in the region of 12 million in 1970, with 
a possible later increase to about 15 million. Up to the Second World 
War there was no large-scale net-emigration, but this possibility must 
not be ignored in considering the future. Holland is an exception in 
Western Europe in that it has a net reproductive rate well over unity. 
A large excess of births in the Netherlands, as against a cessation of 
increase of population in Belgium and a markedly diminishing population 
in Germany, is to be expected. After 1970-80 a strong attraction on 
Dutch labour will be exercised by Belgian and German industry. As 
from 1950 an economic unity will exist between Belgium and Holland 
within the framework of Benelux, and labour will be attracted more 
easily to the most suitable places. With the establishment of greater 
unity, the possibilities of expansion will accrue to the advantage of 
Belgium rather than of the Netherlands. In these circumstances the 
extent of emigration will be determined by the suitability of the Nether- 
lands for industrial production compared to other countries. The 
Netherlands are poor in coal (apart from South Limburg): Belgium is 
better placed. The problem is urgent; it is necessary in the next two 
decades to provide for two million new inhabitants. The policy of seeking 
a solution by industrialisation is accordingly doubtful. The tendency 
to emigration, hitherto restrained by economic frontiers, will develop 
more freely in the increasing unity of Western Europe. The writer 
discusses the consequences of emigration on a large scale. There is a 
loss on the emigration of young people, in respect of capital invested in 
them on which no return is obtained ; the age distribution is detrimentally 
affected; there are eugenic losses. The failure of industrialisation would 
lead to: (i) structural unemployment on a large scale; (ii) pressure on 
the standard of living; (iii) an excess of emigration on a large scale. The 
prospects of industrialisation and the question of location of industry in 
various parts of the Netherlands are considered. The conclusion is that 
up to 1970-80, there will be moderate possibilities of emigration, accom- 
panied by structural unemployment and pressure on the standard of 
living. From 1980 to 2000, the pressure to emigrate will be stronger. 
As from about 2000, the situation will be complicated by the exhaustion 
of the coal-mines of South Limburg. 

OcToBER 1949. Financieel-economische perspectieven van Nederland : M. W. 
Hotrrop. Figures are quoted showing the astonishing recovery of 
Holland in the last four years in Industry, Agriculture, Foreign Trade 
and in other respects. In the light of these many favourable indices, 
what is wrong? The answer is that we, the people of Holland, are not 
able to pay the bill. The problem of the Balance of Payments is considered, 
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and it is emphasised that equilibrium must be attained by the middle of 
1952. There are only three ways of attaining equilibrium : (a) increased 
production, without simultaneous increased consumption or investment ; 
(b) diminished investment; (c) diminished consumption. These are 
considered, and the difficulties connected with (a) and (b) are indicated. 
Increased production must not lead merely to increased consumption : 
for this reason it is doubtful whether a ‘‘ welfare-policy ”’ need lead to 
an alleviation of the balance-of-payments problem. In the matter of 
restriction of investment, it is necessary to distinguish short-term and 
long-term ends. This consideration is specially important for Holland 
by reason of the rapidly increasing population which, for its employment, 
demands maintenance of investment. The conclusion is that the effective 
remedy lies in a diminution of consumption. There are difficulties now 
(in Holland) in either a system of rationing or of restriction of imports. 
The writer therefore favours a dimunition of real income operated by 
higher prices. There may be difficulties in securing acknowledgment of 
the fact that Holland cannot allow herself the real level of wages already 
attained, but a “‘ level of well-being is a result of economic exertion, and 
must not be put forward as a postulate.”” Devaluation is a condition of 
restoration; it is not necessarily the sufficient means to restoration. Its 
power to increase production is limited, because of the high level of 
employment prevailing. Diminution of consumption is a natural 
consequence of devaluation, but it will be futile to try to meet the 
resulting situation by increases of wages. What of the future? It is 
‘‘ what we make it”; but ‘‘ if we refuse to accept reality and endeavour 
to maintain a standard of life not in accordance with our economic 
performance, then we are certainly advancing to disaster.” Enkele 
dynamische aspecten van het vraagstuk van de betrekkingen tussen sparen en 
investeren : F. DE Roos. The writer is concerned with the question of 
industrialisation, by which is meant the maintenance of investment at a 
higher level to provide for future opportunities of work for a rapidly 
increasing population, while maintaining a reasonable level of consump- 
tion. Fears are sometimes expressed that savings will not be sufficient 
to provide the desired industrialisation. The article is in large measure 
a review of theories concerned with the relation between savings and 
investment, with special attention given to Keynes and the Swedish 
School. The conclusion on the topical question is that in general the 
fear that investment may be hampered by an inadequate supply of risk- 
bearing capital is unjustified. 


Aussenwirtschaft. 


Vout. 4, No. 3, SepremBer 1949. Wdhrungspolitischer Erdrutsch: A. 
BossHarpt. Die internationale Bedeutung der schweizerischen Privat- 
versicherung : C. GASSER. Autonome Geldpolitik und bewegliche Wechsel- 
kurse: E. Hnuss. Diskriminierung gegen die Schweiz ?: H. BACHMANN. 


Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 

Vou. 85, No. 6, DeEcEMBER 1949. Albert Gallatin und die amerikanische 
Finanzpolitik zu Beginn des 19, Jahrhunderts: K. Sutzer. Zur 
Frage einer schweizerischen Produktionsstatistik : F. KUne. Die moderne 
Einkommenssteuer und das Quellenabzugsverfahren: F. A. BopMER. 
Zur Frage der Paritat im kiinftigen Miinzgesetz : R. FREI. 


Wirtschaftsdienst. 

JuLy 1949. Die Wandlung der amerikanischen Wirtschaftspolitik gegeniiber 
Deutschland: F. Baapvre. Nationale Buchfiihrung und Nationalbudget : 
E. ScHNEIDER. Wirtschaftliches Verhalten und Wirischaftsentwicklung : 
S. Wenpt. Die Entwicklung des Reallohnniveaus : U. KUNTZEL. 

Aveaust 1949. Marktspaltung als Sozial- und Subventionsinstrument in der 
Agrarpolitik: W. Krompnarpt. Das Paritdtspreissystem der USA fiir 
Agrarerzeugnisse: R. Puate. Die Subsidierung von Erndhrung und 
Landwirtschaft in Grossbritannien : E. 8. ScHuance. Die wirtschaftliche 
Lage der deutschen Reichsbahn : R. Busou. 
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SEPTEMBER 1949. Quantitative und qualitative Marktforschung: E. 
Scu4rer. Marktbeobachtung und Absatzlenkung: J. E. ScHWENZNER. 
Kritik der Handler- und Verbraucherbefragung : J.H.Scumipt. Voraus- 
sage durch Massenbefragung: H. J. SCHNEIDER. Um eine deutsch. 
franzésische Zusammenarbeit : H. Rrisor. 

OctosBeR 1949. Die drei Stufen des Sozialismus: L. von Wiese. Idee 
und Gestalt des Sozialismus : H. Ritscut. Die Scheidung der sozialistis. 
chen und kommunistischen Ideologie : O. WEINBERGER. Landflucht als 
internationale Erscheinung : P. QUANTE. 

NOvEMBER 1949. Der Gedanke weltwirtschaftlicher Solidaritét im Dienste 
tiberstaatlichen Zusammenschlusses : R. FLECK. Export nach den USA : 
C. Kaprerer. Prinzipien und Praktiken in der Handelspolitik der 
Soujetunion: N. Mttiter. Analyse der westdeutschen EHinfuhr: D. 
Ketter. Die Schweiz in der wirtschaftlichen Zusammenarbeit Europas : 
O. Stein. Albanien zwischen den Mdchten: H. Gross. LEréffnungs- 
bilanz der beiden Indien: U. Ktntzeu. Die éffentlichen Wirtschaftsorgane 
in Chile: B. H. von WEVELL. 


Europa Archiv. 


Vou. IV, No. 17. Der Strassburger Europarat in der Perspecktive der 
Vorschlage Briands. Hitlers Krieg gegen England. Die Bevélkerungs- 
bewegung in Deutschland in den Jahren 1946-1948, Part I. Der 
Europaplan Briands vom 1 Mai 1930. Das europdische Handelsnetz nach 
Ldndern. 

Vou. IV, No. 18. Schaffung einer europdischen iibernationalen politischen 
Autoritét. Die Problematik der Geschichtsschreibung in der Gegenwart. 
Die Griindung des jiidischen Staates Israel, Part I. Das britische 
Sozialisierungsprogramm. Die Bevilkerungsbewegung in Deutschland in 
den Jahren 1946-1948. 

Vou. IV, No. 19. Auftakt zu einem neuen Revisionismus? Wissenschaft 
und Politik. Die deutsche Westgrenze nach dem zweiten Weltkrieg. Die 
Entwicklung des Steueraufkommens in den vier Besatzungszonen Deutsch- 
lands seit 1947/48. Deutsche Katholikentag in Bochum. 

Vou. IV, No. 20. Die allgemeine Erkldrung der Menschenrechte. Grund- 
ziige des neuen Besatzungsregimes in Westdeutschland. Die Griindung des 
jiidischen Staates Israel. Die deutsch-franzésischen Wirtschaftsbeziehungen 
und die Méglichkeiten ihrer zukiinftigen Gesaltung. Die erste Sitzungs- 
periode des Europarates in Strassburg. 

Voi. IV, No. 21. Die politischen Ergebnisse der ersten Sitzungsperiode des 
ELuroparates in Strassburg. Die Quellen zur Erforschung der Geschichte 
des ,, Dritten Reiches.” Empfehlungen der Konsultativversammlung des 
Europarates in Strassburg an den Ministerausschuss. Die wirtschaftliche 
Erschliessung A frikas. 

Vou. IV, No. 22. Pariser Zwischenstadium. Die Staatwerdung des neuen 
Polen 1939-1949. Der Lebensstandard der Industriearbeiter in Gross- 
britannien und Westdeutschland. Die Verstaatlichungspolitik der 
britischen Arbeiterregierung. Dokumente zur Bildung der Deutschen 
Demokratischen Republik (Sowjetische Besatzungszone). 


Economia Internazionale. 

Vout. II, No. 3, Aucust 1949. The Nature of Import Propensities and the 
Foreign Trade Multiplier: H. NEtsser. Essai d’une théorie socialiste 
des échanges internationaux: R. Mosskt. Productivité, salaires réels et 
Union Economique : M. ALLAIs. 


Banco di Roma. Review of the Economic Conditions in Italy. 
SEPTEMBER 1949. The Cross-Rates of Exchange Once More: C. 
BRESCIANI TURRONI. 
NovEMBER 1949. Outline of a Mathematical Theory Concerning the Public 
Service Tariff : L. Amoroso. 
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Italian Economic Survey (The Association of Italian 
Joint Stock Companies). 


Juty—Aveust 1949. The ‘‘ Liberalisation” of Foreign Trade. 
SEPTEMBER—OCTOBER 1949. The Consequences of Devaluation. 


LD’ Industria. 

No. 3, 1949. Le probléme d'une monnaie européenne: B. Nogaro. 
LD’influenza del Keynes sulla letteratura economica contemporanea: V. 
Marrama. Del luogo dei Principi del Marshall nello sviluppo delle teoria 
economica : G. F.SHovEe. Preliminari alla teoria della piena occupazione 
(2* parte) : L. FEDERICI. 

Metroeconomica. 

Vot. I, No. 1, Juny 1949. Recherches inductives sur la prévision des prix : 
C. Brescrani-TuRRoNI. Limites de l’industrialisation: G. U. Part. 
The equalisation of factor prices between free-trade areas : J. TINBERGEN. 
Static macroeconomic models and their econometric verifications: G. 
TintNER. A Note about capital values : F. ZEUTHEN. 


Ekonomisk Tidskrift. 


Vout. LI, No. 2, JunE 1949. Customs Union as an Economic Problem : 
InevaR SveNNILSON. An analysis of what the establishment of a 
customs union between a group of countries implies. Special reference is 
made to the attempts at integration made by the Scandinavian states. 
The author emphasises that if, for example, the Northern countries were 
to have a common localisation policy, they would have to accept free 
inter-Scandinavian migration of labour and capital and the abolition of 
quantitative restrictions on commodity trade. The author is sceptical, 
and concludes that it is improbable that a successful customs union can 
be established unless the political requisites for an economic union already 
exist. A Further Note on the Inflationary Gap: Ratrx Turvey. This 
is a second article (in English) in which Mr. Turvey comes to the con- 
clusion that what he said about the inflationary gap in Ekonomisk 
Tidskrift (March 1948) related to a special case. The argument assumes a 
one-commodity economy with no Government and no international 
trade; and the method is based on Lindahl (Studies in the Theory of 
Money and Capital, pp. 60 and 65). The Gap is defined as the difference 
between Demand at the price which is consistent with the plans and 
expectations of sellers and Output valued at this price. The author 
claims that this is better than defining the Gap as ex post Demand minus 
Value of Output. The latter gives the same result only in the case where 
the Total Demand curve is a rectangular hyperbola. The main purpose 
of the article is to find out how to calculate the Gap for several ‘‘ periods ”’ 
(in the Stockholm School sense). It is not legitimate to summate the 
gaps in the individual periods to arrive at the ‘‘ total gap ’—except in 
the special case dealt with in the previous article. In all other cases the 
Inflationary Gap must be calculated as an annual rate at a point of time 
not as an amount fora year. Unless it is assumed that ex ante Income = 
ex ante Supply, the gap must not be regarded as the difference between 
Investment and Savings. Swedish Labour Market Statistics: H. 
Hyrenius. The article discusses various possible improvements in 
labour market statistics in Sweden, e.g., by applying the sampling 
technique, to throw light on the volume and distribution of employment, 
the changing character of unemployment, occupational and piace 
mobility, the mechanism of the labour market, and cyclical fluctuations. 

Vot. LI, No. 3, SEPTEMBER 1949. Problems in the Study of Multilateralism : 

InNGEMAR GERHARD. Mr. Gerhard is the author of a detailed study of 

Swedish Foreign Trade 1936-38, published in 1948. The analytical 

content of the book was sharply criticised by Dr. Fernholm in a review 

in Ekonomisk Tidskrift, March 1949. One criticism was that Mr. 

Gerhard’s inquiry into multilateralism should have embraced the entire 

range of international payments. In reply the author here seeks to 

justify his position by referring to the inadequacy of the statistical data 











196 THE ECONOMIC JOURNAL [MARCH 


and by asserting that much can be learnt by confining the analysis to 
trade balances. The present article deals with some of the methodo- 
logical problems involved, without facing up to the searching objections 
raised by Dr. Fernholm. The National Income, the Rate of Exchange and 
the Trade Balance: Karu-OLor Faxen and Kurt Savosnicx. This 
article analyses the elasticity conditions under which devaluation may 
be expected to lead to an improvement in a country’s trade balance. In 
the first approximation the country’s supply curve for exports and demand 
curve for imports are assumed to be independent of changes in the trade 
balance. The second case takes into account the fact that the supply 
and demand curves will shift as a result of changes in the national income 
due to movements of imports and exports. The changes in imports and 
exports are of two kinds. ‘‘ Autonomous” changes are the direct 
result of devaluation, and ‘‘ induced ” changes occur through shifts in 
the national income. The mathematical analysis proceeds on the 
assumption that the domestic price level in the devaluing country 
remains constant; and the authors emphasise that their results give 
wider possibilities of reducing an import surplus than would be the case 
if the domestic price level rose with depreciation of the currency. In 
the third section of the article the authors recognise the existence of 
oligopolistic market structures, and with the aid of kinked demand 
curves give a suggestive examination of some of the implications for the 
problem in hand. Finally, they make an ingenious use of the same 
technique in comparing the case where only one country devalues with 
the case where other countries are expected to follow suit. 


Skandinaviska Banken Aktiebolag. 

Vout. XXX, No. 4, OcroBeR 1949. Centres of Monetary Stability: P 
JacoBssON. Keynes and Post-War Economic Policy: E. PETERSEN. 
Capital Investment of the Swedish Insurance Companies : G. ERIcsson. 
Company Balance Sheets for 1948. The Economic Situation during the 
Third Quarter of 1949. ion 

ex. 


SEPTEMBER 1949. T'he Economic Situation. The Devaluation of the Swedish 
Krona. The Swedish Textile Industries. Statistics. 


Nationalokonomisk Tidsskrift. 

Nos. 3-4, 1949. On the Changes in Exchange Rates: JgRGEN GELTING. 
Danish Shipping : Curistian Harnorr. Iceland’s Economic Conditions 
During and after the War: O. Bsgrnsson. On the Aims of Social 
Policy: Niets Banke. The Freeing of Inter-European Trade: E. 
BartTets. Public Opinion Surveys and their Use in Illuminating the 
Savings Problem in the U.S.A.: HELGE ANDERSEN. The Influence of 
Taxes on Property Prices: K. J. Kristensen. The Real Value of the 
Social Building Societies’ Building Funds : RacHEL BAGER. 


Dkonomi og Politik. 
Vou. XXITI, No. 3, Juty-SEPTEMBER 1949. Den nordatlantiske pagt: S. 
HENNINGSEN. Forfatningsudviklingen i Tyskland : A. Rascu. Engelsk 
og amerikansk presse : J. LAURSEN. 


Ekonomiska Samfundets Tidskrift. 

Vot. 2, No. 3, 1949. Produktionsfaktorerna och deras priser : O. STapius. 
Nationalekonomiska och finanspolitiska synpunkter pa den férflyttade 
befolkningens ersdttningsproblem : V. PRocopPsk. 

Vou. 2, No. 4. Finlands vattenkraftresurser: H. Frrtunp. Lantbrukets 
driftsekonomi—dess mal och méjligheter i forskningens tjdnst : N. WESTER- 
MARCK. Tullférhandlingarna i Annecy och deras konsekvenser for vart 
land: C.-E. OLIN. 


Statistical Bulletin of Israel (Edited by the Central Bureau of Statistics). 
Vou. I, No. 2, Aucust 1949. 
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Moneda y Crédito. 


Marcy 1949. Elefectomonetario: J.Sarpa. La Banca espanola en 1948 : 
L. C. Garricos. La regulacién de la inflacién : E. DE FIGUEROA. 


El Trimestre Econémico. 


APRIL-JUNE 1949. Investigacidn y experimentacién de la cana de azticar en 
México: A.G.GatLarpo. El progreso econdémico de Venezuela: M. P. 
GUERRERO. Balance de resultados del patrén cambio oro: A. L. INARRITU. 
Politica de los carteles internacionales : E. HEXNER. 


Revista de Economia. 


JUNE 1949. Substdios para o estudo dos termos fundamentais da Economia 
Portuguesa : J. ALARCAO. 

SEPTEMBER 1949. Significado histérico da obra de Mouzinho da Silveira : 
A. Castro. As recentes variagées cambiais e a nossa balanga de paga- 
mentos: L. 8. DE ABReEu and A. Costa LEAL. 


Revista Brasileira de Economia. 


Vot. 3, No. 2, JunE 1949. Representagio analitica das distribuigées dos 
contribuintes e das respectivas rendas liquidas determinadas para a aplicagao 
do impésto de renda, em funga&o do valor da renda liquida : G. Morrara. 
Conversao do Moeda e Inflagao Reprimida : J.H.Furtu. Lei Monetdria. 


Obzor Nérodohospodarsky (Czech teat). 

No. 7, Marcu 1949. Our Budget for 1949: B. SpAGit. The new organisa- 
tion of Economic Planning in Czechoslovakia: J. BrrAx. Regional 
Considerations in International and Domestic Trade: P. ZEMAN. 
Agricultural Planning: K. LamMBERK. On some Conditions for an 
Expansion of International Trade: T. Pistortus. The Post-war 
Hungarian Economy : M. ZELENKA. 

No. 8, Aprit 1949. A Balance Sheet of the Labour Force: B. Guos. The 
Measurement of the Standard of Living in England: V. VEuImMsKY. 

No. 9, May 1949. Planning is also an Art: J. NEBESAR. Economic 
Aspects of Industrial Investments: F. Bernat. The Polish National 
Bank : M. Orntowsx1. The Measurement of the Standard of Living in 
England (concl.) : V. VELIMSKY. 

No. 10, June 1949. Contributions to the Theory of Foreign Exchange 
Shortage: M. Horna. The Theoretical Foundations and Functions of 
Financial Planning: M. Usrrta. The Problem of Price in a Planned 
Economy: J. L. Porxet. European Land Reforms in the Inter-War 
Period: A. M. MAYER. 


Statisztikai Szemle (Hungarian text). 


JUNE 1949. Preliminary Results of the Population Census, 1949 ; Statistics 
and politics : B. Vourn. A Study of the Interconnection of Statistics and 
and Accountancy: J. Zauta. The Functions of Hungarian Industrial 
Statistics : O. Luxacs. Falsifications in Bourgeois Statistics : J. REDEI. 
Statistical Methods for Harvest Yields : 8. Souc. 


Magyar-Szovjet Kézgazdasdgi Semle (Hungarian and Russian text). 


No. 7, 1949. The Determination of Economic Needs: J. JorFe. The Size 
and Composition of the Social Product in Socialist Society : Szopot. The 
Distribution of Social Property under Socialism : LIAPIN. 

No. 8, 1949. The System of State Labour Reserves in the Soviet Union : 
Monova. The Calculation of the Necessary Labour Supply and Compila- 
tion of the Product Output Plan in a Popular Democracy. J. JOFFE. 
The Political Economy of the Soviet State at the time of the Civil War: 
SzAvin. The Western European Trade Crisis: MeEnzstnszkis. The 
Economy and Foreign Trade of Albania: L. WESSELY. 
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Gazdasdg (Hungarian text). 

Juty 1949, Vou. IV, No. 14. The Property of State Enterprises and the 
Determination of Unnecessary Circulating Capital: S. BarasBds. Work- 
shop Accounts and Planned Bookkeeping: J. Zaua. The Calculation 
of the Minimum Amount of Necessary Circulating Capital: M. 
Smmonyr. Some Remarks on the Question of Uncontrolled Production : 
L. LuxAcs. A Comment on Dr. Szasz’s Article on Factory Economics 

. (Gazdasag, Vol. IV. No. 9): P. Erpos. 

Aveust 1949, Vor. IV, No. 15. Lessons in Improving Agitation Methods 
and Future Tasks : G. Hevst. Some Questions of Training in Commercial 
Economics: I. Focaras. The ‘‘ Work-day,” the Payments System 
of Collective Farms: M. Krarv. Towards a Solution of some Unsettled 
Tasks in Finance: M. EmOp1t. The Organisation of Graphical 
Bookkeeping as an Instrument of Planning : A. LozrInszxkIJ. 

Aveust 1949, Vout. IV, No. 16. Our People’s Economy in the Five-Year 
Plan: P. MAnpt. German Trade Unions : their Growth and Functions : 
H. Scutimme. Some Problems of Cost Accounting: Z. RomAnN. Wages 
Control: G. Batua. Recent Developments in the Organisation of Banking : 
Z. OvAdny-Papp. The Réle of the Assessment of Labour Norms in 
the Expansion of Production : J. Duzs. 

SEPTEMBER 1949, Vou. IV, No. 17. The Wages Plan in Soviet Industry : 
F. Zata. Planning and the Employment of Resources : G. Riczey. The 
Function of Standardised Bookkeeping in the Improvement of Accounting : 
J. KrrAty. The Acceleration of the Turnover Cycle of Working Capital : 
G. — The Réle of the Assessment of Labour Norms (continued) : 
J. Duzs. 

SEPTEMBER 1949, Vou. IV, No. 18. Some Problems in the Theory of 
Production Control: K. Farkas. Remarks on Accountancy Courses in 
Hungarian Universities: G. KELEMEN. The Acceleration of Money 
Turnover: L. Rapnat. A Reconsideration of the Existence of the Annual 
Single Account from the Point of View of Convenience : I. Nemtny, G. 
LaxaTas and G. Hagsés. The Convenience of Price Statements in the 
Accounts of Enterprises : J. ScHopp. 

OcroBEeR 1949, Vor. IV, No. 19. The Popular Loan: R. SzAnté. Esti- 
mating Practice in Accountancy : L. GorpoN. Documentation Procedure 
for Industrial Enterprises : G. WALLESHAUSEN. Preliminary Results of 
Co-operative Production by Groups: J. PAu. Problems of Organisation 
in State Companies for Foreign Trade : J. Bertnyi and I. Bodc. 

OcToBER 1949, Vor. IV, No. 20. The Soviet Five-Year Plan in Four 
Years: G. Hevesi. The Development of Accountancy: E. Sés and 
I. Focaras. Foreign Trade Credits under the New Accounts System: K. 
Tésihs. The Collaboration of Socialist Banks in Arrangements for 
Planned Credit: G. Kiss. 

NoveMBER 1949, Vou. IV, No. 21.. The Attitude of the True Socialist to 
Work: L.M. Universal Principles in the Practice of Planned Agriculture : 
Z. RomAn. The Valid Investigation in Detail of Industrial Plan Fulfil- 
ment: R. Amar. Production Control in Practice: L. LuxKAcs. 
Principles in the Assessment of Investment and Working Capital in 
Agriculture and Forestry: 8. Erpdés. Industrial Short-term and Foreign 
Trade Credits : I, NEMENYI. 


Probleme Economice (Roumanian text). 


No. 2, Aprit—JunE 1949. The Superiority of Socialist Production in 
Agriculture : V.Mautnscui. The Problem of Assessing and Amortising 
Capital: C. Aranasivu. Industrial Standardisation: 8. BALAN. Economic 
Organs of the People’s Councils: M. Matevscui. Problems Connected 
with the Réle of Rowmanian Co-operatives: R. Borror. Financial 
Planning for Industrial Enterprises: C. Nicutceanu. Theoretical 
Study in Statistics: V. TREBIcI. Problems of Socialist Industrialisation 
in the Works of Stalin: F. Kosetev. The Marshall Plan and Great 
Britain or the Coloniser Colonised : E. Batas. 
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Gospodarka Planowa (Polish text). 


SEPTEMBER 1949. Final Stages of the Three Year Plan: K. Secomsxt. 
Some Problems of Technical Planning: M. Lresz. The Plan for Social 
and Cultural Investments : 8. GarczyNsx1. Planning the Polish Health 
Service: Z. GRYNBERG. Principles for a Rational Wage Policy: A. 
Ferski. The Polish Mercantile Marine in the Six Year Plan: I. 
TaRskI. The Statistics of Industrial Indices : I. Manys. 

OctoBER 1949. The 1950 Plan for Publications: S. Masewsxt. The 
Methodology of Planning Central Communications in 1950 : B. CywtNsx1. 
Statistics in a Planned Economy : J. WosctEcHowskI. Currency in the 
Planned Economy : W. Fiscuer. The Activisation of Olsztyn (Allenstein) 
in the Six Year Plan: Z. JANUSZKO. Foreign Capital in Pre-war Poland : 
J. CzazBinski. Problems of Soviet Trade (translation of V. Pavlyukov’s 
article in Planovoye Khoziaistvo No. 3). 


Wiadomaci Narodowego Banku Polskiego (Polish text). 


No. 7, 1949. Circulating Capital in Industrial Enterprises: A. BrRMAN. 
The Currency Plan: A. CrectetskKi. The Balance of Income of the 
Population and the Output of Goods and Services : I. CHopak. 

No. 8, 1949. The Expansion of Compulsory Participation in the Exchange 
of Goods without Money : 8. Szatowsxkt. National Income and Expendi- 
ture: P. Soumicxi. Principles of the Financial System of State- 
owned Enterprises for 1950 : B. Buass. Accounting as an Instrument of 
Control by Banks of State-owned Enterprises : Z. ZDyB. 

No. 9, 1949. Problems of Assessing Norms of Circulating Capital: T. 
CHOLINSKI. The Structure of Monetary Circulation and its Significance : 
M. Kucuarski. Reorganisation of the Ministry of Finance : Z. PrrozynN- 
ski. The Essence and Structure of the Plan for Financial Returns from 
abroad ;: A. SIEBENEICHEN. 


Pari I Kredit (Monnaie et Credit) (Bulgarian text, French and Russian 
summaries). 

No. 1, 1949. The Struggle for Peace and Democracy: I. Pattskt. The 
Bulgaro-Soviet Trade Agreement in 1949: A. Kasasov. The Practical 
Application of Credit: P. PANTELEEV. Public Finance under Capitalism 
and under Socialism : G. Gotsev. Working Capital in Socialist Industry 
and the Functions of the National Bank : A.GanEva. The New Bulgarian 
System of Planned Accounting : B. NapzHakov. Review of the Bulgarian 
Economy in 1948. The Czech Economic Plan. The Trade Union 
Conference on Credit. 

No. 2, 1949. A Striking Electoral Victory: I. Patmsxi1. The Fourth 
Soviet State Loan: A. KasaBov. Planning Amortization Reserves: K. 
Kamenov. National Income and Capital Investment: K. Poppov. 
Results of the Plan in the First Quarter 1949. The Polish Economic Plan 
for 1949. 

Planovoe Khoziaistvo (Russian text). 


No. 4, 1949. Economy of Materials—the Source of Production above Plan : 
I. Nosenxo. On the Planned Consumption of Productive Energy: P. 
Ivanov. Rural Electrification in the U.S.S.R.: N. Naumov. Problems 
of Municipal Construction and Economy: A. SHAROV. Some Questions 
of the Balance of Money Income and Expenditure of the Population: N. 
Marcouin. The Construction of a Socialist Economy in the People’s 
Democracies : L. PETROV. 


Izvestia Akademii Nauk S.S.S.R. (Bulletin of the Academy of Sciences of 
the U.S.S.R.), Economics and Law Section (Moscow). 


No. 2, 1949. Lenin and Stalin on the Réle of the State and of Law in the 
Building of Communism: AcapemictaNn I. P. Tratntn. Marx and 
Engels on Russia: A. L. Reve. Reports of Section Meetings and of 
the Discussion of Degree-dissertations. 

No. 3, 1949. Quickening the Turnover of Working Capital: A. D. 
Gusaxov. Reports of Discussions in the Institute of Economics of the 
Academy and of the Discussion of Degree-dissertations. 
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No. 4, 1949. The Political Outlook of A. N. Radishchev : 8. A. Pokrovsky. 
N. G. Chernishevsky on the Subject-matter and Method of Political 
Economy : V. H. Zamiatin. Discussion of a Report of M. V. Kolganov, 
** Towards a Theory of Property.” 


Voprosy Ekonomiki (Russian text). 

No. 4, 1949. The Struggle for Quickenea Turnover of Resources : a New and 
Higher Stage in Mastering Production: V. DiacHENKO. State Labour 
Reserves—A New Source for Supplementing the Working Class in 
U.S.S.R.: E.Mocnova. Against Bourgeois Objectivism and Formalism 
in the Science of Statistics : T. Koztov. Italy in the Grip of the Marshall 
Plan: P. Lisovsxky. The Expansion of U.S.A. Oil Monopolies in South 
America; V. VOLSKY. 

No. 5, 1949. The Réle of Electrification in Realising the Stalin Plan for 
Transforming Nature: S. MatskevitcH. On Some Questions in the 
Methodology of Economic Indices: I. Matyt. Towards a History of the 
Kizel Coal Basin: A. Zvorik1n. Labourism—the Ideological Prop of 
Imperialism : I. DvorK1n. The Impoverishment of Working Farmers in 
U.S.A.: A. LIEBKIND. 

No. 6, 1949. The Boosting of Socialist Livestock-breeding : the central task 
in the development of agriculture in the U.S.S.R. A Contribution to the 
Study of K. Marz on the Reform of 1861 and Russian Economics up to the 
Reform: R. Kontusnata. Expansion of American Imperialism in the 
Near and Middle East: G. Axortan. The Struggle over Nationalisation 
in France: V. Liustmova. Efficiency of Capital Investments and the 
Theory of Reproduction: D. CHERNOMORDIK. Some Questions of the 
Efficiency of Capital Investment in Soviet Economy : P. MsTISLAVSKY. 

No. 7, 1949. To Develop Universally Economic Accountancy within Enter- 
prises: A. VorosByova. The Struggle for Accelerating the Turnover of 
Stocks and the Development of Economic Accountancy (the experience oJ the 
Lengingrad factory, Electrosila, called after S. M. Kirov): A. ROSENBERG. 
Bourgeois Cosmopolitanism in the Service of American Imperialism : 
M. Rusinste1n. Economic Contradictions and Struggle between American 
and English Imperialists : I. LeEmtn. A Contribution to the History of 
Agriculture in Russia: A. Kornetev. Experience in Organising Intra- 
Factory Economic Accountancy in Moscow Factories: A. SOKOLOVSKY 
and V. MNaTSAGANOVA. 

No. 8, 1949. Questions in the Building of Socialism in U.S.S.R. and the 
Works of Stalin, 1924-1926 : I. GuapKkov. On Some Effective Methods 
of Struggle for High Quality in Industrial Production (from the experience 
of the Moscow motor factory named after Stalin): V. BALABUSHEVITCH. 
The Foreign Exchange Crisis in England (Devaluation of the Pound 
Sterling): Z. ATLAS. 

No. 9, 1949. The Multiform Utilisation of Reserves for Raising Labour 
Productivity: G. PrupEeNsky. A Complex Analysis of the Sources of 
Higher Labour Productivity (the experience of the Kirov factory for agri- 
cultural machinery, the Red Star): A. MerKutov. A. N. Radishchev— 
Author of the Revolutionary-Democratic Tendency in Russian Economic 
Thought (On the Bicentenary of his Birth): E. PR1IKAZCHIKOVA. Questions 
of National-Colonial Struggles after the Second World War: E. ZHuKov. 
On the Leading Réle of the Working Class in National-Liberation Move- 
ments among the Colonial Peoples: V. MASLENNIKOV. The Growth of 
Unemployment in Capitalist Countries in the Post-war Period: A. 
SHarrro. On the Subject Matter and Composition of the Branches of 
Economic Science: S. GoropetsKy. The Unfolding of the Economic 
Crisis in Capitalist Countries : V. LEONIDOV. 


The Oriental Economist. 
Vou. XVI, No. 360. Careful with Tax Reform. Working Women. Sterling 
Area Market. Private Trade Problem. Copper. 
Vout. XVI, No. 361. Renovation of Industrial Plants. Rationalization and 
Latent Unemployment. New Trade Procedure. Pound Devaluation and 
Spinning. Cement. 
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NEW BOOKS. 
British. 


AryanGaaR (K. V. R.). Indian Cameralism. A survey of some 
aspects of Arthas’istra. Madras: Adyar Library, 1949. 8}”. 
Pp. xx + 184. Rs. 7. 

[These are lectures given by the author as special Reader in Calcutta Uni- 
versity in 1934. The word Cameralism is intended to denote the approach to 
economic problems and activities from the viewpoint of ministers of state. The 
five lectures deal with: a Preliminary Survey of Western Cameralism; a 
General Survey of Indian Cameralism; Cameral Sociology ; Cameral Polity and 
Law; Economics of Indian Cameralism; the Province of the State.] 


AutuEN (F. L.). The Great Pierpont Morgan. London: Victor 
Gollancz, 1949. 8}. Pp. x + 306. 15s. 


[Reviewed in this issue.] 


Annual Market Review, 1948. Bombay: Premchand Roychand, 
1949. 93”. Pp. 86. 

[A review of the year 1948, its effects upon the Indian economy generally 
and upon the commodity and share markets. As in the past, the review is 
replete with statistical material covering many aspects of the Indian economy.} 


BatocH (T.). Dollar Crisis, Causes and Cure. Oxford: Basil 
Blackwell, 1949. 83”. Pp. xlvi + 269. 15s. 

[To be reviewed.] 

Bertram (G. C. L.). Population Trends and the World’s Bio- 
logical Resources. London: Cassell (The Eugenics Society), 1949. 
83”. Pp. 38. 2s. 


[This may be described as an essay in biological economics. It gives a 
popular, and in the main qualitative, account of the problems of population 
growth and of the potential world developments of food supplies. It touches 
briefly at the end on the problems of overpopulation and of the limitation of 
population growth. ] 

British InsT1ITUTE OF MANAGEMENT. Conference Series No. 2. 
Management and the Financier. Management in Private Enterprise 
and Nationalized Industry. London: British Institute of Manage- 
ment, 1949. 9”. Pp. 24. 2s. 6d. 

[This includes two papers. The first by Mr. H. N. Hume, Chairman of the 
Charterhouse Investment Trust, discusses Management and the Financier. The 
second by Sir Miles Thomas discusses Management in Private Enterprise and 
Nationalised Industry. Both papers are highly stimulating. Neither lends 
itself to summary. ] 


British InstITUTE OF MANAGEMENT. Conference Series No. 3. 
Business Forecasting. London: British Institute of Management, 
1949. 9”. Pp. 34. 2s. 6d. 

[The paper, by Mr. A. W. Willsmore, on the techniques of business forecasting 
describes various alternative methods of making forecasts: an arbitrary increase 
over the previous year; an attempt to extrapolate past trends and to check from 
travellers’ and other reports; estimates of potential customers, from such evidence 
as car registrations, and the assumption of the same (or a changed) ratio to this 
base; an analysis of past sales and correlation, after correction for trend and 
seasons, with an index of business activity; a national income and total con- 
sumption analysis; straightforward market research. The author has something 
to say about each of these. An interesting discussion follows.] 


British INsTITUTE OF MANAGEMENT. Conference Series No. 6. 
Standard Accounting System. London: British Institute of Manage- 
ment, 1949. 9”. Pp. 35. 2s. 6d. 


[A paper read to a Conference held by the Institute at Cliftonville in May 
1949, with a record of the subsequent discussion. The reader of the paper, 
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Mr. Ian Morrow of Robson, Morrow and Co., argued that financial and cost 
accounts can with advantage be integrated, that properly devised accounting 
control can be of great assistance to management, and that research be under- 
taken to establish the principles of an accounting control which can bestandardised. } 


Britiso INstiruTE oF MANAGEMENT. Conference Series No. 9. 
Indices of Productivity. London: British Institute of Management, 
1949. 9”. Pp. 36. 2s. 6d. 


[This contains a valuable paper by Mr. L. H. C. Tippett of the Shirley Institute 
on methods of measuring productivity and a record of Mr. Tippett’s remarks in 
introducing it and of the subsequent discussion. The latter was mainly concerned 
with a resolution proposed by Mr. Tippett, indicating the need for systematic 
study of productivity and the publication of results. In the end a resolution 
was approved in a slightly more complicated form advocating the study of 
productivity and the devising of suitable indices both for individual control and 
inter-firm comparison, and that results should be published with proper safeguards. ] 


British INstTiruTE OF MANAGEMENT. Conference Series No. 10. 
Financial Information and Joint Consultation. London: British 
Institute of Management, 1949. 9. Pp. 28. 2s. 6d. 

{A paper by Mr. G. Chelioti, Director of the General Electric Company, 
on the question whether the disclosure of the financial position of an undertaking 
to its employees is an essential feature of effective joint consultation. Mr. 
Chelioti himself proposed a motion that it is desirable to include the financial 
results in the scope of joint consultation. After a lively discussion agreement 
was limited to the desirability of further investigation.] 


British INsTITUTE OF MANAGEMENT. Conference Series No. 11. 
Nationalized Audit Service. London: British Institute of Manage- 
ment, 1949. 9’. Pp. 36. 2s. 6d. 

[This paper was delivered at a Conference at Cliftonville, by Mr. F. C. Hooper. 
He asks whether there is need for an independent “‘ management audit ’’ service 
for nationalised undertakings. He concludes that at least one member of the 
audit should be a person drawn from outside the government service, of the 
very highest professional and public standing. ] 


British INSTITUTE OF MANAGEMENT. Winter Proceedings 1948/49. 
No. 6. The Management of Multiple Shops. London: British 
Institute of Management, 1949. 9’. Pp. 35. 2s. 6d. 

[A paper by Mr. Alan Sainsbury on the problems of the operations of Multiple 
Shops, which covers such topics as buying and merchandising policy, branch 
supervision, warehousing and distribution, finance, stock control, budgetary 
control and statistics. He also touches on wider problems of personnel manage- 
ment and training and property management. In conclusion, Mr. Sainsbury 
stresses that unless there is real leadership, ‘‘ the result will only be an untidy 
group of separate units.’’ For success there must be integration of effort and 
not conflict between the branches and the central management. ] 


CiaPHAM (SrrR JouN). A Concise Economic History of Britain 
from the Earliest Times to a.p. 1750. London : Cambridge University 
Press, 1949. 8”. Pp. xv + 324. 12s. 6d. 

[To be reviewed.] 

CiaRK (G. N.). Science and Social Welfare in the Age of Newton. 
Oxford : Clarendon Press, 1949. 7’. Pp. 159. 8s. 6d. 

[To be reviewed.] 

CoHEN (RuTH). The Economics of Agriculture. Sixth impression 
revised. London: Nisbet, 1949. 7}. Pp. xvi+ 216. 6s. 

[To be reviewed.] 


CourTAULD (SAMUEL). Ideals and Industry. London: Cam- 
bridge University Press, 1949. 7}. Pp. xviii + 134. 10s. 6d. 
[To be reviewed.] 
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CRUICKSHANK (R. J.). Charles Dickens and Early Victorian 
England. London: Sir Isaac Pitman, 1949. 84”. Pp. xii + 308. 
20s. 

[To be reviewed.] 


Curtis (LionEL). World Revolution in the Cause of Peace. 
Oxford: Basil Blackwell, 1949. 7’. Pp. xv + 167. 7s. 6d. 


[This an eloquent plea for an international world federation of democratic 
powers, and the summoning of a convention to work out a constitution. The 
main essentials of such a constitution are sketched in this book. Mr. Curtis 
likens the present position of the democratic countries to that of the American 
States before the Philadelphia Convention of 1787. A dramatic change was 
wrought almost overnight, and beyond the wildest expectations of the supporters 
of federation. Nothing but a similar dramatic change will, in Mr. Curtis’s view, 
save Europe. The conditions, he argues, make any alternative unworkable and 
fruitless.] 


DittaRD (DupiEY). The Economics of J. M. Keynes. The 
theory of a monetary policy. London: Crosby Lockwood, 1948. 
84”. Pp. xv + 364. 18s. 

[To be reviewed.] 


Driver (P. N.). Problems of Zamindari and Land Tenure Recon- 
struction. Bombay: New Book Company, 1949. 84”. Pp. xx + 
310. Rs. 12/8. 

[To be reviewed.] 


EvERARD (S.). The History of the Gas Light and Coke Company, 
1812-1949. London: Ernest Benn, 1949. 83”. Pp. 428. 63s. 


[To be reviewed. ] 


Fighting Inflation, 1945-1949. Sydney: Fabian Society of N.S.W., 
1949. 83”. Pp. 30. Ils. 


{An account of the methods used to prevent inflation since 1945 in Australia. 
The Commonwealth Government sought to tackle the situation from three sides— 
increasing supplies, restricting demand and, as an interim measure, controlling 
prices. A chapter is devoted to each of these. The pamphlet argues that 
Australia, under a Labour Government, suffered between 1939 and December 
1948 less inflation than almost any other country except New Zealand and Great 
Britain.] 


German Steel at the Cross Roads. London: Iron and Steel Federa- 
tion, 1949. 10’. Pp. 6. 


[A useful account of the history of inter-allied vacillation on the problems of 
the post-war level of the German steel industry, followed by a brief account 
of the current position. Crude steel production in the Bizone has levelled off at a 
rate of about 9 million tons a year. This is not to be regarded as proving that the 
figure of 11 million tons for German requirements is exaggerated. It is the result 
partly of financial stringency, partly of more general mal-adjustments of the 
economy. Material supplies are now easier. German prices have been closely 
in line with British, and if they were readjusted to cover costs and to eliminate 
subsidies would be higher than those either of the United Kingdom or the United 
States. In order to still the German outcry against dismantling, which will 
continue so long as dissension between the Allies can be encouraged, an agree- 
ment between the occupying powers over the future organisation of the German 
steel is urgently needed.] 


GuosH (B. B.). Indian Economics and Pakistani Economics. 
Calcutta : Mukherjee, 1949. 83’. Pp. xv + 627. Rs. 10. 


[This book gives a detailed and useful but rather pedestrian account of the 
resources and industries of India and Pakistan. It contains a vast amount 
of information about the different crops and products of India as well as about the 
banking and credit systems. Its main virtue is that for some of the important 
products it enables a reader to distinguish the outputs of India and Pakistan 
respectively. ] 
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Hay (MarcareEt). Distributive Trading. An economic analysis. 
London: MHutchinson’s University Library, 1949. 7’. Pp. 203. 
7s. 6d. 

[To be reviewed.] 


Heyworth (Sir Grorrrey). The Organization of Unilever. 
London : Lever Bros., 1949. 8”. Pp. 16 + vi. 


[An account by Sir Geoffrey Heyworth, Chairman of the Company, of the 
organisation of Unilevers. It describes the structure of control, the arrange- 
ment of national managements, the working principles of control, the budget of 
capital expenditure, the methods of selection of top management and the attempts 
to make effective central control consistent with effective delegation. ] 


Hosson (J. A.). Revised by Harrop (R. F.). The Science of 
Wealth. London: Oxford University Press, 1950. 63”. Pp. ix + 
214. 5s. 

[To be reviewed. ] 


Tron and Steel Bill. Some Argum-nts for and against. London: 
British Iron and Steel Federation, 1946. 9’. Pp. 62. 


(The Iron and Stwel Federation puts its case against nationalisation. In its 
view the argument that the industry is a private monopoly is invalid; its prices 
and development policy are controlled by the government; the thesis that the 
State must own in order to control is invalid. Nothing in the Bill, it is argued, 
will enable better, cheaper steel to be produced. It carries public ownership 
far beyond the limits of iron and steel production into subsidiary activities, and 
yet splits what is essentially one industry into two parts, one publicly and one 
privately owned. It weakens the responsibility of managements and is bound to 
create over-centralisation. ] 


Jones (A.). If Steel is Nationalised. London: Hodder and 
Stoughton, 1949. 9’. Pp. 32. Is. 


[A handsomely produced and illustrated criticism of the Steel Bill which seeks 
to show that the steel industry has acted throughout the last decades in the 
national interest and can be an effective and loyal partner in government eco- 
nomic policy without government ownership. ] 


Karepa (F.). East and West. Facts from behind the Iron 
Curtain. No. 5. Estonia in the Soviet Grip. London: Boreas 
Publishing Company, 1949. 83”. Pp. 100. 3s. 6d. 


[An account of life and conditions in Estonia under Soviet occupation from 
1947 to 1949. The avowed purpose of the book is to awaken Western opinion 
to a consciousness of the horrors of life under Soviet rule. ‘‘ With iron con- 
sistency and unparalleled ruthlessness the Soviet regime is turning the human 
beings living under it into obedient robots. . . . This moral coercion is coupled 
with a drastic economic exploitation calculated to reduce the living standard of 
the nation to the Soviet level, admittedly the lowest in the civilised world.”’] 


KRIsHNAMURTI (B. V.). Pricing in Planned Economy. Bombay 
and London: Oxford University Press, 1949. 8}’. Pp. 139. 
lls. 6d. 


[This book has developed from a Ph.D. Thesis of the University of Bombay. 
The author advances the proposition that ‘‘ the laisser-faire principle rests on the 
assumption of rising marginal costs. But the economic progress of the last two 
hundred years has made this assumption woefully obsolete. Over a wide 
sector of economic activity, production is carried on under conditions of falling 
marginal costs. As such atomistic competition has proved not merely ineffective 
but positively obstructive in attaining the position of maximum net advantage 
to the community.’’ Using mathematical techniques the author tackles in 
successive chapters the problems of freedom of choice and consumers’ sovereignty, 
of the optimum allocation of productive resources, the ideal output of the firm, 
its size, equipment and product differentiation and finally the criteria for con- 
ducting large enterprises in the interest of maximum general welfare. This is a 
serious and competent piece of work which deserves attention. ] 
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LaLwaNnI(K.). Industrial Efficiency in India. Calcutta: Nalanda 
Press, 1949. 83’. Pp. vii + 266 + viii. 12s. 6d. 

[The author begins by emphasising the importance of increased efficiency in 
India and then goes on to analyse the bases of industrial efficiency. After a 
chapter which draws attention to the relative importance of different cost-items 
and makes comparison of Indian costs for some products with foreign costs, 
he goes on in subsequent chapters to discuss the effects on efficiency of management, 
size, rationalisation, labour, wages, industrial peace, welfare and sundry other 
factors. He concludes with a more general discussion of the advantages of a 
balanced economy, competitive efficiency, production targets, the fundamentals 
of an Indian plan and the réle of the State.] 

LENGYEL (S. J.) and BEEcrort (R. M.). The Cost of Distribution 
of Consumption Goods in Australia and Elsewhere. Melbourne 
University : Faculty of Economics and Commerce (London: Wadley 
and Ginn), 1949. 9’. Pp. 94. 35s. 

[To be reviewed. ] 


Lewis (W. A.). The Principles of Economic Planning. London : 
Allen and Unwin and Dennis Dobson, 1949. 83’. Pp. 128. 7s. 6d. 


[Reviewed in this issue.] 


Lynton (R. P.). Incentives and Management in British Industry. 
London: Routledge and Kegan Paul, 1949. 83”. Pp. viii + 212. 
15s. 

[To be reviewed. ] 


Macerecor (D. H.). Economic Thought and Policy. London : 
Oxford University Press, 1949. 63”. Pp. 182. 5s. 


[To be reviewed. ] 


ManseERGH (N.). The Commonwealth and the Nations. London : 
Royal Institute of International Affairs, 1948. 7”. Pp. viii + 229. 
8s. 6d. . 

(This is a study and appraisal of the developments, mainly in the political 
field, of relations between the countries of the Commonwealth and the United 
Kingdom.] 

Mises (L. von). Human Action. A Treatise on Economics. 
London : William Hodge, 1949. 83”. Pp. xv + 889. 42s. 

[To be reviewed.] 


Moore (W. G.). A Dictionary of Geography. Harmondsworth : 
Penguin Books, 1949. 7’. Pp. 182. 1s. 6d. 

[This Penguin dictionary of geographical terms is by the author of that very 
stimulating other Penguin, The World’s Wealth. It contains definitions, and in 
many cases illustrations, of the vast majority of technical terms used in physical 
geography. ] 

Morrison (HERBERT). How London is Governed. London: 
James Barrie, 1949. 74”. Pp. xiv-+ 191. 8s. 6d. 

[This is a revised edition of the little book, first published in 1935, in which 
Mr. Herbert Morrison describes the powers and organisation of the many and 
varied local authorities of Greater London. It has been drastically revised and 
in parts rewritten. One new chapter deals with central versus local administra- 
tion, another with civil defence. The chapter on local finance has been greatly 
changed, and it describes fully the expenditure and income of 1946-47. The 
book is written for popular consumption, but contains a great deal that is valuable 
to a more serious reader. ] 


NaTIoNaL InsTITUTE OF ECONOMIC AND SocraL RESEARCH. Register 
of Research in the Social Sciences in Progress and in Plan and Directory 
of Research Institutions. Edited by Feodora Stone. London: 
Cambridge University Press, 1949. 10’. Pp. 155. 15s. 


[This register grows larger year by year. There are now listed as many as 
1,064 separate pieces of current research in the Social Sciences. The usefulness 
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of this now invaluable guide has been further enhanced by tke addition of a 
section which brings together information nowhere else conveniently accessible 
in the form of a Directory of Research Institutions. This lists the various in- 
stitutions, and gives their addresses, functions and policy, organisation, research 
arrangements and publications. It also lists the main Trusts which finance 
research and describes their functions and policy.] 


NeEALzE (E. P.). Guide to New Zealand Official Statistics. Christ- 
church : Whitcombe and Tombs, 1949. 83”. Pp. 149. 

[An enlarged, second edition of a handbook first published in 1938. It pro- 
vides a guide to the main sources of statistics in each main field, gives definitions 
wherever necessary and indicates the methods of calculation of the chief concepts. ] 

Nocaro (B.). A Short Treatise on Money and Monetary Systems. 
London : Staples Press, 1949. 83”. Pp. 214. 17s. 6d. 

[This is the English edition of Professor Nogaro’s book, entitled La Monnaie 
et les Systémes Monétaires, which was reviewed in the Economic JOURNAL for 
December 1946. The present text is virtually identical with that of the French 
edition, apart from the insertion of a few pages dealing with the very interesting 
inflation (and stabilisation) of the Hungarian currency in 1945-46—an inflation 
which far exceeded in extent and intensity the great German inflation of 1923.] 

Normano (J. F.). The Spirit of Russian Economics. London : 
Dennis Dobson, 1950. 83”. Pp. 130. 8s. 6d. 

[The American edition of this book was reviewed by Mr. M. H. Dobb in the 
Economic JouRNAL of December 1946.] 

Parsons (Tatcott). The Structure of Social Action. 2nd 
edition. London: Allen and Unwin, 1949. 9”. Pp. xii + 817. 
55s. 

[To be reviewed. ] 


Penn (K.) (Ed.). 8.D.I.: being an account of the Soft Drinks 
Industry in Britain during the emergency years 1942-1948. London: 
Soft Drinks Industry (War Time) Association, 1949. 84’. Pp. 
xvi + 106. 

[An account of the Soft Drinks Industry in war-time, its concentration, the 
temporary abandonment of trade marks, the zoning of supplies and the history 
of the Soft Drinks Industry (War Time) Association Ltd. which became the 
instrument of control and distribution.] 


Pieou (A. C.). Wage Statistics and Wage Policy. London: 
Oxford University Press, 1949. 7”. Pp. 44. 2s. 
(The Stamp Memorial Lecture of 1949.] 


Planning and Competition in Industry. London: British Iron 
and Steel Federation, 1949. 10”. Pp. 13. 
[This contains the substance of an article read by Mr. Robert Shone, Economic 


Director of the British Iron and Steel Federation, to the Economic Section of the 
British Association. ] 


The Population Problem. Summary of the Report of the Royal 
Commission on Population. With a foreword by Sir Hubert Hender- 
son. London: “ News Chronicle’ Publications Department, 1949. 
83’. Pp. 80. Is. 

[An abridged version of the Report of the Royal Commission on Population, 
prepared by the News Chronicle. This will be extremely useful for those who do 
not wish to go into the full detail of the report itself, but wish, nevertheless, to 


master the mainissues. It contains a number of the key tables and diagrams and 
gives summaries of the arguments of each chapter.] 


The Public Supervision of the Iron and Steel ~~ we London : 
British Iron and Steel Federation, 1949. 10’. Pp. 8. 


[An account of the work of the Iron and Steel Board which, when it was 
dissolved on March 31, 1949, had exercised supervision over the industry during 
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an important two and a half years in which its post-war development policy had 
been formulated and carried down to the level of detailed planning.] 


QurEsHI (A. I.). The Economic Development of Hyderabad. 
Vol. I. Rural Economy. Bombay and London: Longmans, 1949. 
10”. Pp. 358. 25s. 


(The author of this monograph was formerly Economic Adviser to the Nizam’s 
Government and Professor of Economics in the Osmania University. This first 
volume deals with problems of the rural economy of the State; the second volume, 
now in the press, will deal with industry and finance. The book sets out the 
natural resources and population of Hyderabad, and then discusses in detail 
the measures that have been taken to increase agricultural production.] 


RaJKUMAR (N. W.). Development of the Congress Constitution. 
New Delhi: All India Congress Committee, 1949. 8}’’. Pp. 147. 
Rs. 2/14/. 

[A history of the constitution of the Indian Congress from its first beginnings in 
1885 down to the latest revision passed in April 1948.] 


Rastoal (T. N.). Indian Industrial Labour (with special reference 
to Textile Labour). Bombay: Hind Kitabs, 1949. 84”. Pp. 236. 
Rs. 8-8. 


[Mr. Rastogi is Labour Officer of the Calico Mills at Ahmedabad. He discusses 
in this book the recent history of labour and industrial relations, labour adminis- 
tration, employer-employee relationships, industrial housing, industrial wage 
structure, social insurance, labour legislation, trade unionism and personnel 
management. In a final chapter there is a very full discussion of the possibilities 
and difficulties of devising a scheme of universal profit sharing as a means to 
industrial peace. The book is mainly addressed to other existing or potential 
labour officers, but it is also a text-book of existing Indian labour policies. ] 


RussE.L (R.8.). Tariff Preferences in Western Europe. London : 
Empire Economic Union, 1949. 83”. Pp. 56. 


(This book argues that economic unity in Western Europe is a necessity; 
that it must not, however, weaken the economic relations of the British Empire ; 
that this can best be done by dovetailing the Empire system of preferences into a 
Western European System. This would involve the abolition or relaxation of the 
Most Favoured Nation Clause. But the author points out that the whole concept 
of the European Recovery Programme is an infringement of the principle of 
non-discrimination. The book considers the possibilities of modifying the 
existing preferences. He takes as examples the United Kingdom, Canada and 
Australia, France and pre-war Germany.] 


Sastry (N.S. R.). A Statistical Study of India’s Industrial De- 
velopment. Bombay: Thacker, 1947. 93”. Pp. 191. Rs. 12/8. 


[This book, which represents a Thesis approved for the Ph.D. degree of London 
University, analyses seven large-scale industries in India—cotton, jute, sugar, 
iron and steel, cement, coal and paper. It shows the development of these 
industries over the period 1900-37 in terms of location, size of units, growth of 
production, productivity and labour employed. In a final section the author 
sets out his conclusions. With the exception of the jute industry, which depends 
on foreign markets and the power to compete in them, these industries grew up 
under the shelter of tariffs. The author argues that this did not, in effect, result 
in a misdirection of Indian resources. The chief difficulty of India’s industrial 
development is the shyness of capital to run industrial risks. The effect of 
protection was to divert into useful channels in industry a stream of funds which 
would otherwise have been used unproductively in acquiring hoards of precious 
metals.] 


Sayana (V. V.). The Agrarian Problems of Madras Province. 
Madras: Business Week Press, 1949. 8”. Pp. xxiv + 332. 20s. 


(The author of this monograph on the Agrarian Problems of the Madras 
Province is Lecturer in Agricultural Economics in the University of Bombay. 
Dr. Sitaramayya, President of the Indian National Congress, stresses in a fore 
word, the mutual repercussions of geographical and physical environment and 
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national character, and these relations are in the author’s mind throughout his 
discussion of the physical resources and fertility of India, the systems of tenures 
and tenancies, of taxation, of productivity which account for the prosperity of the 
— and the efficiency of the socio-economic system. The first two chapters 
deal with the physical and human resources of the province; the next four 
describe the land system; the land revenue, the economic effects of the Zamindari 
system and the causes and economic significance of land transfers; the remaining 
five chapters cover indebtedness and rural credit, farm tenancy, agrarian labour, 
rent wos pret relations, agrarian reform. The book is based upon a consider. 
able amount of field-work and personal investigation and is a useful addition to 
the literature of Indian agricultural economics.] 


Scuacut (H.). Account Settled. Translated by Edward Fitz- 
gerald. London: Weidenfeld and Nicolson, 1949. 83’’. Pp. 327. 
15s. 

[To be reviewed.] 


Secret Ballots in Trade Unions. Sydney: Fabian Society of 
N.S.W., 1949. 83”. Pp.8. 6d. 


[Compulsory secret ballots have become an issue in Australia. On the one hand 
it is argued that secret ballots prevent intimidation; on the other that the com- 
plications and formalities of secret ballots will make minor issues which could 
have been quickly settled into major disputes. The whole problem has been 
made more difficu t by the use of the open vote by ruthless Communist ministries 
to enforce the Party line; some who formerly believed that the open vote was to 
be preferred are now more inclined to see the virtues of the secret ballot.] 


Smita (Henry). Introduction to the Study of Economics. 
London: Sylvan Press, 1949. 7”. Pp. vi + 224. 10s. 6d. 
[To be reviewed.] 


THomas (Ivor). The Socialist Tragedy. London: Latimer 
House, 1949. 73’. Pp. 254. 10s. 6d. 
[Reviewed in this issue.] 


Topp (J. A.). The Mechanism of Exchange. A handbook of 
economics (currency, banking, and trade). Sixth edition. London: 
Oxford University Press, 1949. 73’. Pp. xi+ 290. 10s. 6d. 


[It is a pity that in adding a short chapter describing ‘‘ The Effects of the 
Second World War ’”’ to bring this useful text-book up to date Professor Todd 
has included a number of tendentious statements. It does not seem helpful, for 
instance, for a student to read: ‘‘ Meanwhile the forces of Lombard Street wers 
mobilizing for the fight against the Treasury’s 24% policy ” without any further 
explanation (p. 249) nor of the tendency of ‘‘ The money powers . . . to sabotage 
any government of the Left by destroying credit ’’ (p. 246). Professor Todd 
seems also to be willing to blame anything other than inflation in this country 
for our present discontents.] 


The Total View. A study of management consultancy at work. 
London: Wallace Attwood Company, 1949. 11”. Pp. 16. 


[An account of the functions of the Management Consultant which draws 
chiefly on the experience of Mr. Attwood of the Wallace Attwood Company. 
It indicates, in very broad terms, the sort of weaknesses which have been revealed 
in the organisation of firms and the sort of advice which it has been possible to 


give.] 


TRIvEDI (A. B.). Post-War Gujarat. An economic survey after 
World War II. Bombay: Trivedi, Khalsa College, 1949. 8}”. 
Pp. x + 289 + xxiv. Rs. 19-8. 


[Professor Trivedi, of Khalsa College, Bombay, who is the author of many 
books on Kathiawar and Gujarat, has made a post-war economic survey of 
Gujarat. It analyses the general economic background, the state of agriculture, 
the food and dairy industries, textiles and industries connected with textiles, 
woodwork, metal-work, leather and other industries. He finally considers the 
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problems of economic development. He stresses the urgency of dealing with 
erosion, the importance of a drive towards increased industrialisation, the need 
for more intensive agriculture, the opportunities for a number of small industries. 
But he sees the future development of Gujarat mainly in terms of the more 
general economic advance of India as a whole.) 


Wisk (L.). Great Money Reformers. No.1. SilvioGesell. Pp.17. 
No. 2. Arthur Kitson. Pp. 17. No. 3. Frederick Soddy. Pp. 15. 
London: Holborn Publishing and Distributing Company, 1949. 8}”. 
Is. 

[These three unattractive and badly printed pamphlets seek to give substance 
to the theories of three men whom most economists would class as ‘‘ currency 
cranks.” Certainly Mr. Wise tells us something about them as people, but he is 
not skilled enough to make their theories intelligible to a professional student of 
economics. Silvio Gesell, indeed, comes alive, and his stamped money and 
negative rate of interest is something whose significance every student can 
appreciate. But it is much harder, with such help as Mr. Wise affords, to make 
head or tail of Kitson or Soddy. Both were, perhaps, before their time in 
emphasising that excessive currency restriction is capable of causing wholly 
unjustifiable unemployment. But neither seems to get near the root of the 
question of just how freely currency should be issued if the fire of inflation is to be 
escaped as well as the frying-pan of unemployment.] 


American. 


AnpErson (M. D.). Total Business Fluctuations. Gainesville, 
Florida : Kallman Publishing Co., 1949. 9”. Pp. 148. $3.75. 
[To be reviewed.] 


BroxwitH (B. P.). The Economic Theory of a Socialist Economy. 
Stanford University Press (London: Geoffrey Cumberlege), 1949. 
9”. Pp. viii + 444. 36s. 

[To be reviewed.]} 


Bricut (A. A.). The Electric-Lamp Industry: technological 
change and economic development from 1800 to 1947. New York 
and London: Macmillan, 1949. 8”. Pp. xxviii + 526. 37s. 6d. 


[This monograph deals with the technological change and the economic 
development of the electric-lamp industry from 1800 to 1947. After tracing 
the early history, the author is primarily concerned with monopolistic control 
of the industry, the rise of competition after the first period of monopolisation 
and anti-trust action, the effects of the international cartel generally, and the 
effects of monopoly and patent rights on innovation. ] 


Burrers (J. K.)and Nmanp (P.). Effects of Taxation. Inventory 
Accounting and Policies. Boston: Graduate School of Business 
Administration, Harvard University, 1949. 8”. Pp. xvii + 330. 
$3.75. 

[This monograph seeks to answer such questions as the size of inventory 
profits and losses and their economic importance or unimportance, the attitude 
of business to them, the significance of different inventory methods, the relation 
of commonly used methods of inventory valuation to different concepts of profits. 
The conclusions are that inventory profits and losses are often large. Business 
has increasingly relied on last-in-first-out accounting since it was authorised in 
1938, with huge tax-savings in some cases. The inclusion of inventory profits 
and losses in income is held to increase greatly the savings of optimism and 
pessimism. The author concludes that it would be better to encourage the con- 
cept of income which excludes the distorting effects of inventory profits and losses.] 


CuanG (PEI-KANG). Agriculture and Industrialization. The ad- 
justments that take place as an agricultural country is industrialized. 
Cambridge, Mass.: Harvard University Press (London: Geoffrey 
Cumberlege), 1949. 83”. Pp. xii + 270. 27s. 6d. 

[To be reviewed.] 
No. 237—VOL. Lx. 
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Corpascoo (F.). A Junius Bibliography, with a preliminary essay 
on the political background, text and identity. New York: Burt 
Franklin, 1949. 9”. Pp.125. $6.00. 


[The author, a collector of Juniana, acquired some years ago the private 
Junian papers of Sir David Brewster, and was led into the paths of bibliography. 
Since no satisfactory bibliography existed, he has attempted to provide one. 
But his interest began with the identity of Junius. This volume begins with a 
Preliminary Essay which sums up for the view that he was Laughlin Macleane. 
The bibliography is in three parts : general bibliographies and references; editions 
of the Letters; works and articles about Junius.] 


Cowles Commission for Research in Economics Report for Period 
January 1, 1948-June 30, 1949. University of Chicago, 1949. 9”. 


Pp. 47. 


[A report of the Research Activities of the Cowles Commission during 1948 
and the first half of 1949.] 


CREAMER (DANIEL) and CREAMER (HENRIETTA L.). Gross Product 
of Puerto Rico 1944-1946. University of Puerto Rico, 1949. 84”. 


Pp. 14. 


[This short booklet is a continuation of the estimates of the gross expenditure 
of Puerto Rico and its composition which have already been noted in this JouRNAL 
(see September 1947, p. 417, and December 1948, p. 627). Many of the figures 
for the year ending June 30, 1944, have been revised, and estimates have been 
added for 1945 and 1946, thus bringing the expenditure composition for Puerto 
Rico up to the same year as the information available on the balance of external 
payments of that country (see this JouRNAL, December 1948, p. 629). In addition 
to the statistical material there are brief notes on sources of data and methods 
of estimate. This booklet should be in the hands of all who have followed the 
interesting series of papers on different aspects of the social accounts of Puerto 
Rico, to which reference has been made above.] 


Daviz (M. R.). Negroes in American Society. New York and 
London : McGraw-Hill, 1949. 9”. Pp. ix + 542. 38s. 6d. 
[To be reviewed.] 


Davis (PEARCE). The Development of the American Glass 
Industry. Cambridge, Mass.: Harvard University Press (London : 
Geoffrey Cumberlege), 1949. 83”. Pp. xiv + 316. 32s. 6d. 


[A history of the evolution of glass manufacture in the United States. It was 
one of the early Colonial industrial enterprises, but most of the early attempts 
resulted in failure. By 1780 the industry had almost disappeared. But between 
then and 1820 the art of glass-making became permanently established in America. 
Prof. Pearce Davis describes the industry as it was in 1820 and goes on to give a 
full account of its subsequent growth, the influence of tariffs, the introduction 
of mechanical techniques both in sheet glass and bottle making, and finally the 
evolution of the pressed- and blown-glass industries and the development of 
plate glass. There is in the view of the author “ no evidence that technological 
improvement was causally related to a long-sustained policy of tariff protection. 
Rather than upon tariff advantage, the advent of industrial revolution in glass- 
manufacture appears to have rested fundamentally upon the general requirements 
and pre-requisites of the evolutionary process of mechanical invention.’’] 


Dearne (C. L.) and Owrn (W.). National Transportation 
Policy. Washington, D.C.: Brookings Institution, 1949. 9’. Pp. 
xiv + 459. $4.00. 

[To be reviewed.] 


Doravu (H. B.) and Foster (J. Ruoaps). The Effects of Higher 
Income Taxes on Electric Utility Enterprises. Ridgewood, N. J.: 
EcoStat Research, 1949. 11”. Pp. 104. 


[An investigation of the effects on the financial outlook for electricity supply 
undertakings of higher taxation of company profits. The report suggests grave 
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difficulties of balancing income and expenditure in view of an increase of federal, 
state and local taxes from 15-2% of operating revenue in 1937 to 18-3% in 1948.] 


ELBERTON SmiTH (R.). Customs Valuation in the United States. 
A study in tariff administration. University of Chicago Press (Cam- 
bridge University Press), 1949. 9’. Pp. xii + 380. 42s. 

[To be reviewed.] 


FRANKLIN (B.) and Leaman (G.). David Ricardo and Ricardian 
Theory. A bibliographical checklist. New York: Burt Franklin, 
1949. 9’. Pp. vi + 88. 


[The authors describe this as the first of a projected series of bibliographies 
undertaken to stimulate bibliographical research in economics and the social 
sciences. The bibliography falls into two parts: the first a list of the works of 
Ricardo, arranged chronologically; the second a list of works about Ricardo, 
Ricardiana and Ricardian theory. Neither, it would appear, can claim to be 
absolutely exhaustive, but the resultant checklist may prove a useful biblio- 
graphical tool.] 


Git (F. W.) and Barss (G. L.). Airline Competition. Boston : 
Graduate School of Business Administration, Harvard University, 
1949. 8”. Pp. xv + 704. $5.75. 


[A study for the Harvard Business School of the effects of competition upon 
the quality and price of air-line service and the self-sufficiency of the United 
States domestic air-lines. Using, at appropriate points, the case-study method, 
the authors have sought to discover what happened when an additional operator 
was licensed on a service. ‘‘ The findings of this study support the conclusion 
that the basically competitive air transportation system envisioned by the Civil 
Aeronautics Act of 1918 is in the public interest.’’ But while sometimes com- 
petition has improved service, sometimes it has actually resulted in worse service 
and higher fares. The authors find no support for the presumption of the Civil 
Aeronautics Board in favour of competition on any route which offers sufficient 
traffic to support competing services without unreasonable increase of total 
operating cost.] 


Hoskins (H. L.). The Atlantic Pact. Washington D.C.: Public 
Affairs Press, 1949. 9”. Pp. 104. $2.50. 


[An attempt to see how the Atlantic Pact fits into American foreign-policy, 
its implications for America, the circumstances that have required it and the 
problems of its implementation.] 


Jesngess (O. B.). (Ed.). Readings on Agricultural Policy. 
Philadelphia : Blakiston Company (American Farm Economic Associa- 
tion), 1949. 9”. Pp. xi+ 470. $4.75. 

[To be reviewed.] 


Kapp (K. W.) and Karr (Lore L.). (Ed.). Readings in Economics. 
New York : Barnes and Noble, 1949. 8}. Pp. 444. $1.50. 


(This book of Readings in Economic; is divided into three parts. The first 
includes economic doctrines of a pre-capitalist era. There are selections from 
Thomas Aquinas and Martin Luther. The second part begins with the mer- 
cantilists, with passages from Bodin and von Hornick. It continues with the 
classical economists, starting with Petty, Hume, Quesnay, Franklin, going on to 
Adam Smith, Malthus, Mill, Say. The historians are illustrated by Comte, 
Jones and Schmoller. They are followed by socialists, from Owen to Lenin, 
by the Neo-classical writers, including Marshall, Wicksell, Schumpeter, and this 
part ends with theories of instability, illustrated by Wicksell, Mitchell, Lerner. 
Finally, the third part includes three passages covering the economics of “a 
post-capitalist society ’’, illustrated from Russian writing and from the British 
Economic Survey of 1947. The whole volume, compressed into 440 pages, can 
give only a smell of each writer and his views. The selection no doubt was partly 
dictated by circumstances and the consent of owners of copyrights. But it is 
at least open to question whether Marshall is best illustrated by his review of 
Mill’s Theory of Value, whether a volume which excludes Ricardo is really 
representative, and whether Keynes does not deserve a place in any such book.] 
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Keynes (J. M.). Two Memoirs. A Defeated Enemy and My 
Early Beliefs. New York: Augustus M. Kelley, 1949. 9’. Pp. 
106. $1.75. 


(This American edition of Lord Keynes’s posthumously printed essays, reviewed 
in our last issue, is a lithographed replica of the London edition.] 


Lzvy (B. W.). Multi-Employer Bargaining and the Anti-Trust 
Laws. Philadelphia: University of Pennsylvania Press (London : 
Geoffrey Cumberlege), 1949. 84’. Pp. 82. 12s. 

(Mr. Levy is well qualified by training and experience to advise on the legality 
of multi-employer bargaining. He was trained and practised as a lawyer. He 
was acting Chairman of the Third Regional War Labor Board. He has more 
recently been lecturer in Labor Relations in the University of Pennsylvania 
School of Social Work. His conclusions are that there is nothing inherently 
unlawful in such collective bargaining. Whether an industry-wide agreement 
is unlawful will depend upon various factors, such as the degree of economic 
control by the combination, its scope and inferred purpose. It is possible that a 
union by negotiating identical individual agreements can permissibly adopt 
practices which would be illegal if they were a single multi-employer agreement. 
Any agreement which involves price-fixing, market allocation, or exclusion of 
non-conforming competitors products will, in certain cases at least, be forbidden. 
The validity of a closed-shop agreement or of restrictive practices may rest on the 
particular court’s views of what is socially or economically good.] 


MoMimuan (S. 8.) and GatsrairH (J. K.). Individual Firm 
Adjustments under OPA. A study in the dynamics of flexible pricing. 
Bloomington, Indiana : Principia Press, 1949. 9’. Pp. xv + 256. 

[To be reviewed.] 


Major Problems of United States Foreign Policy, 1949-50. Wash- 
ington D.C.: Brookings Institution, 1949. 9”. Pp. xv + 492. 
$3.00. 

[To be reviewed.] 


MiTcHELL (WeEsLEY C.). Lecture Notes on Types of Economic 
Theory. 2 vols. New York: Turtle Bay Bookshop, 1949. 11”. 
Pp. 261 and 300. 

[To be reviewed.] 


MosTELLER (F.) and Others. The Pre-Election Polls of 1948. 
Report to the Committee on Analysis of Pre-election Polls and Fore- 
casts. New York: Social Science Research Council, 1949. 9”. 
Pp. xx + 396. Paper $2.50. Cloth $3.00. 

[To be reviewed.] 


MovttTon (H.G.). Controlling Factors in Economic Development. 
Washington D.C.: Brooking Institution (London: Faber and Faber), 
1949. 8”. Pp. xii+ 397. 29s. 

[Reviewed in this issue.] 


Pues (G. L.) and Corz (A. H.). England’s Climbing-Boys. 
A history of the long struggle to abolish child labor in chimney-sweeping. 
Harvard University: Graduate School of Business Administration, 
1949. 103”. Pp. 61. 

[To be reviewed.] 


Planning Pamphlets. No. 69. Toward Building a Better America. 
By F. Altschul. Washington D.C.: National Planning Association, 
1949. 73”. Pp.19. 35 cents. 


[The title of this pamphlet gives little clue to its contents. It starts with an 
attempt to judge the problems of European recovery and the difficulties which 
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have emerged since the Marshall Plan was first conceived. It goes on to argue 
that long-term world recovery will be achieved only in conditions in which the 
American economy is strong, prosperous and flexible. Thus the author argues 
that “‘a program for building a better America has become an urgent matter. 
It will no longer do to blunder into the future; we must plan for it. And if to 
some minds the word ‘ planning’ still carries a malign connotation, it should be 
noted that we have been less hesitant to plan for others than we have been to 
plan for ourselves.” Mr. Altschul makes some broad suggestions for the lines 
along which such a plan might be developed.] 


PripraM (K.). Conflicting Patterns of Thought. Washington 
D.C.: Public Affairs Press, 1949. 9”. Pp. 176. $3.25. 
[To be reviewed.] 


Prick (A. H.). The Evolution of the Zollverein. A study of the 
ideas and institutions leading to German economic unification between 
1815 and 1833. Ann Arbor: University of Michigan Press (London : 
Geoffrey Cumberlege), 1949. 9”. Pp. x + 298. 20s. 

[To be reviewed.] 


Rvuee.Es (R.). An Introduction to National Income and Income 
Analysis. New York and London: McGraw-Hill, 1949. 9’. Pp. 
viii + 349. 22s. 6d. 

[To be reviewed.] 


RussELL (DEAN). The TVA Idea. New York: The Foundation 
for Economic Education, 1949. 9”. Pp. 108. 75 cents. 


[A study of government ownership of the means of production in American 
conditions. The validity of TVA accounting is challenged, and particular 
stress is put on the ignoring of the cost of interest on money invested in the 
project.] 


ScHWEINITZ (DOROTHEA DE). Labor and Management in a Common 
Enterprise. Cambridge, Mass.: Harvard University Press (London : 
Geoffrey Cumberlege), 1949. 9’. Pp. viii + 186. 16s. 


[This book deals with the war-time origins of labour-management committees 
in the U.S.A., the procedures by which they were established and under which 
they operated, and the matters which they handled. An attempt is also made 
to assess their results and the outlook for their future. Such committees corre- 
spond in general to the joint production committees, of which so many were 
established in this country during the war, and were usually separate and distinct 
from the machinery of collective Kenesiatans. The great majority of the American 
committees, however, unlike those in Britain, do not seem to have given any 
particular attention to methods of production and questions such as those of 
improving the quality and quantity of work. Nine-tenths of them appear to 
have been more concerned with various types of propaganda in favour of the war 
effort. The author devotes considerable attention to the extent to which there 
is or can be mutuality rather than conflict between the interests of management 
and men, which is the fundamental problem for joint consultation if it is to 
flourish on any long-term basis. The discussion of the issue of whether labour- 
management committees exercised executive and not merely advisory functions 
raises the topic of where the function of management really resides in modern 
business. The author concludes that, although final authority rests with manage- 
ment, there is considerable diffusion of this authority as a result of the activities 
of such committees. Perhaps the most interesting topic touched on, though 
only briefly, is the question of how the two procedures of joint consultation and 
collective bargaining can be co-ordinated while still maintaining the advantages 
to be derived from separate discussion of the very different types of problem 
with which they deal.] 


Sweerzy (P. M.) (Ed.). Karl Marx and the Close of his System by 
Eugen von Bohm-Bawerk, and Béhm-Bawerk’s Criticism of Marx by 
Rudolf Hilferding. New York: Augustus M. Kelley, 1949. 8”. 
Pp. xxx + 224. $3.50. 

[To be reviewed.] 
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TURNBULL (J. G.). Labor-Management Relations. A Research 
Planning Memorandum. New York : Social Science Research Council, 
1949. 9”. Pp. viii+ 112. $1.25. 


[A first draft for the Social Service Research Council of a plan of research 
into Labor-Management. It contains notes on methodology and suggestions 
about practicable lines of work which may interest researchers in the United 
Kingdom.] 


Utmer (M. J.). The Economic Theory of Cost of Living Index 
Numbers. New York : Columbia University Press (London : Geoffrey 
Cumberlege), 1949. 9”. Pp. 106. 165s. 

[To be reviewed.] 


Yawnaaa (Curroscut1). Japansince Perry. New York and London: 
McGraw-Hill, 1949. 9”. Pp. x+ 723. 5ls. 


[A full account, not primarily devoted to the economic aspects, of the 
emergence of Japan as a great power. It contains, inevitably, chapters that are 
concerned with the economic development of Japan and the new economic and 
financial policies that were associated with it.] 


South American. 


Banco do Brasil S.A. 1808-1949. Relatério de 1948. Rio de 
Janeiro: Rodrigues, 1949. 93’. Pp. lxxix + 378. 


[This includes a genera] review of the Brazilian economy during 1948.] 


French. 


Fourastié (J.). Le Grand Espoir du XX® Siécle: progrés 
technique, progrés économique, progrés social. Paris: Presses 
Universitaires de France, 1949. 9’. Pp. xxiii + 222. 320 fr. 

[To be reviewed.] 


Lacour-GaYeEtT (J.). De Platon & la Terreur. Paris: Spid, 1948. 
74”. Pp. 269. 300 fr. 


[A series of short monographs whose connecting link is a discussion of the theory 
and methods of collectivist action throughout the ages. M. Jacques Lacour- 
Gayet tries hard to produce a complete theory of planning out of the *‘ Republic ” 
and the ‘‘ Laws’”’ without having to outline the complete political philosophy 
of Plato. The authors seem more at home in the actual description of collectivist 
measures. The description of the attempts to control prices in the latter stages 
of the French Revolution is an engaging piece of writing as well as of some his- 
torical interest.] 


Ruerr (J.). Epitre aux Dirigistes. Paris: Gallimard, 1949. 
74”. Pp. 120. 180 fr. 


[As the title suggests, this is hardly a scientific work. It is a passionate 
exhortation to planners, eloquently and sincerely expressed, to reconsider their 
fundamental assertions about the benefits of economic controls. M. Rueff’s 
special self-appointed task is to extol the virtues of the price mechanism. ‘‘ You 
aver,” states M. Rueff, ‘‘ that the necessity in a liberal regime of stimulating 
production Jimits the scope of fiscal methods designed to make progressive social 

licy compatible with the price mechanism. But a policy of price control, 
if one intends to implement it without recourse to the concentration camp, is 
subject by all accounts to the same limitations.” . . . ‘‘ Anyone who supports a 
genuine social policy, cannot but wish to maintain the use of the free pricing 
system.”” The material effects of planning are summed up in words which 
must sound particularly ominous to his fellow-countrymen—“‘ ]’économie 
— ne connait pas bourgogne ou bordeaux, boeuf ou mouton, mais seulement 
le vin et la viande!’’ The second half of the book seeks evidence for his con- 
victions in events in France since the end of the war. He points to the para- 
doxical effects of price-fixing policy in 1947 which, while designed to cure inflation, 
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only aggravated it via black-market operations. Parts of the final passages 
where the consequences of adopting the alternative courses of action—controls 
or free pricing—riva] Mr. Harrod’s eulogy of the price mechanism in ‘‘ Are These 
Hardships Necessary ?’’ On the other hand, exhortation leads too readily to 
exaggeration, and some prospective readers may doubt that the choice ‘‘ which 
you will take, and which you cannot avoid making, is one of the most important 
in your history : it will determine, for a long time, the fate of human civilisation.”’] 


SIEGFRIED (ANDRf). Afrique du Sud. Paris: Librairie Armand 
Colin, 1949. Pp. 158. 

[M. Siegfried follows up his earlier post-war studies of Britain, the United 
States and Latin America with some impressions of a three months’ visit to 
South Africa. One can hardly describe this as a penetrating study of the problems 
interesting to the outside observer, but occasionally the telling ase and apt 
comparison make it more than a series of journalistic pcniceners JF There is an 
interesting comparison of the position of the Afrikaaner in the Union and the 
French Canadian. It may comfort some to think that M. Siegfried regards the 
doctrine of External Association with favour. ‘‘ Le génie politique anglais est 
capable . . . de réaliser une fois de plus le miracle de prouver que l’illogique 
peut vivre.’’] 


TRAVERSIN (G.). L’Agriculture en Grande-Bretagne. 2 vols. Paris: 
Centre National d’Information Economique, 1949. 9}”. Pp. ix + 
252 and 224. 


[Reviewed in this issue. ] 
Belgian. 


JacquEMyns (G.). Les Budgets Familiaux d’Ouvriers et d’Em- 
ployés, 1947-1948. Brussels: Institut Universitaire d’Information 
Sociale et Economique, 1949. 9”. Pp. 56. 


[An analysis of family budgets collected during 1947 and 1948 to answer a 
number of questions on which the government was anxious to have more evidence. 
Among these were the standards of life of the very poor, the amount spent in 
different ways, which forms of expenditure had increased or diminished, as 
compared with pre-war, expenditure on the black market, the efficacy of price 
controls and so on. This book presents the full results of the inquiry.] 


JacquEeMyns (G.). La Maison Heureuse. Préférences des Belges 
en matiére d’habitation et de rapports de voisinage. Brussels: Institut 
Universitaire d’Information Sociale et Economique, 1949. 9”. Pp. 48. 

[A survey of the preferences of Belgians for accommodation of different 
types. The questions asked included preferences for separate houses as against 
apartments, the demand for gardens, ownership or renting, desired relations 
foo oe and so on. The statistical results of the inquiry are set out in 

etail. 


JacguEMyns (G.). Vacances et Congrés Payés des Belges. 
Brussels : Institut Universitaire d’Information Sociale et Economique, 
1949. 9”. Pp. 64. 

[A study by Prof. Jacquemyns of the University of Brussels of how holidays 
with pay were used in Belgium. About 58% had the means to leave home, of 
these about 57% spent their holiday in Belgium and 41% went abroad, mostly to 
France, with Switzerland assecond choice. They mostly (63%) were accompanied 
by their families. They stayed, on average somewhere about ten days, in about 
half the cases (48%) in a hotel or pension, in about one-third of the cases (31%) 
with friends or relations. They have a strong preference (78%) for holidays in 
the summer. ] 


German. 


AuBREcHT (K.). Produktivitét als Wirtschafts- und Staats- 
politische Aufgabe. Tiibingen: J. C. B. Mohr, 1949. 9’. Pp. 40. 
DM 1-50. 

[Reviewed in this issue.] 
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Bouza (H.). Was sind Zahlungsmittel? Wurzburg: Ferdinand 
Schéningh, 1948. 8’. Pp. 67. 
[To be reviewed .] 


EIcHBORN (R. von). Spezialw6érterbuch fiir Handel und Wirtschaft. 
Deutsch-Englisch. Vol. I. Stuttgart: Deutsche Verlagsanstalt, 
1949. Pp. 628. 


[This is anew and expanded edition of the German-English part of a Dictionary 
of commercial, lega] and economic words, the English-German part of which was 
reviewed in the Book Notices in the Economic Journal for June 1949. Taken 
together these two volumes make a most valuable addition to dictionaries 
of the German language. The present volume is remarkably comprehensive for 
its size. It contains many terms for which there are different words in English 
and American usage, and these are duly noted with an (E) or an (A) respectively. 
For the most part the equivalents are well and accurately chosen. The main 
criticism, though not so serious here as in the English-German part, is that 
throughout no genders are attached to the nouns in German.] 


Unuie (J.). ee og * der Weltwirtschaft. Niirnberg: Nest- 
Verlag, 1949. 73”. Pp. 354 


(This is a hand-book of “ne. economic information. For convenience it is 
set out in alphabetical order, but its main purpose is to provide relevant informa- 
tion about any given problem, partly in statistics, partly in words. One can, 
to take examples from the “ t’s,” find here the total world production of tobacco 
and the main sources of supply, the essential objectives of the Taft—Hartley Act, 
the world total of tanker-shipping tonnage, the world textile balance and the 
world production of titanium. A very useful little book.] 


Italian. 


Atti della IX Riunione, Roma 15-16 Aprile 1947. Rome: Societa 
italiana di Demografia e Statistica, 1949. 10”. Pp. xvi+ 391. 
1,200 1. 


{A record of the papers.read at the Conference of the Italian Demographic 
and Statistical Society held at Rome during April 1947. The papers fall into five 

ups: three papers on sociological problems; fourteen papers on the results 
of statistical investigations; seven papers on statistical methodology; five 
papers on demographic statistics; six papers on economic statistics. ] 


Ervavpt (L.). Lezioni di politica sociale. Turin: Einaudi, 1949. 
10”. Pp. xviii + 252. 

[During the Second World War, while Prof. Luigi Einaudi, the very 
distinguished economist who is now President of the Italian State, was living in 
Switzerland, he was asked to write a short account of the market economy 
to serve as a basis for instruction to be given to some thousands of Italians 
who had taken refuge in Switzerland. This account forms the first part of the 
present volume. The second part consists of lectures on certain matters of social 
policy such as social insurance, trade-unionism, profit sharing, etc., which was 
delivered in the spring of 1944 to Italian students under the auspices of the 
Universities of Geneva and Lausanne. The third part, dealing with equality 
of opportunity, would have been given in the form of lectures in the University 
of Geneva during the winter semester of 1944, had it not been for the course 
taken by the war. The book as a whole is a model of the art of expressing in 
simple language ideas which, being fundamental, are often inherently difficult.] 


InsoLera (F.). Teorica della capitalizzazione. Turin: Einaudi, 
1949. 93”. Pp. 237. 


[A mathematical treatise on the relations between capital and income. While 
the treatment is mainly from the actuarial point of view, consideration is given 
to questions of interest to the economist. Discussion of the general theory of 
capitalisation is followed by applications to banking, insurance and stock-exchange 
speculation, including option dealing.] 
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Papi (G. U.) _Préliminaires & l’étude des plans pour l’aprés guerre. 
Rome: Institut International d’Agriculture, 1946. 9)”. Pp. xv + 
306. 

[To be reviewed.] 


Danish. 


HALPERN (J. W.). New Ways for Private Enterprise. Copen- 
hagen: Krohns Bogtrykkeri, 1949. 9’. Pp. 24. 


[Dr. Halpern sees the major problem of the present as the prevention of in- 
flation in a world (or at any rate a Western European world) which desperately 
needs the investment of more capital. Voluntary savings are insufficient. A 
budget surplus, he argues (the validity of this will certainly be questioned), 
does not effectively withhold purchasing power because it is used for public 
works. High levels of taxation destroy incentives. What is needed, he argues, 
is a new escape. He finds it in a ‘‘ two-fold wages system.” A part of wages 
will be paid not in money but as “ capital blocks,”’ also called ‘‘ creative or 
capital income.” These blocks can be drawn on certain conditions only. All 
employees are to be encouraged to join study groups to develop the progressive 
genius of free enterprise and work out new schemes of activity and efficiency. 
The ‘‘ capital blocks’ will be used, where necessary and desirable, to finance 
these new activities. It is not quite clear how far Dr. Halpern’s solution would, 
even if acceptable, be effective. So far as it provides a form of forced-saving it 
clearly contributes to the volume of ‘‘ waiting.’’ But it is not quite clear whether 
the drafts on the ‘‘ capital blocks ” are expected ultimately to exhaust the new 
ear-markings of part of wages. If so will there be any net contribution to other 
demands for ‘‘ waiting ” 7] 


ZEUTHEN (F.). Social Sikring. Socialpolitik. Vol. II. Copen- 
hagen: Arnold Busck, 1948. 10”. Pp. xiv + 284. Paper Kr. 14.00. 
Bound Kr. 17.50. 


[This book on social security is the second volume of Professor Zeuthen’s 
“ Social Policy ” (the first, published in 1939, being entitled ‘‘ Wages and Un- 
employment ’”’). It is concerned with the need for social action when people 
suffer a reduction in their standard of living, the remedies and actions taken in 
Denmark and other countries, other possible systems and experiences and 
theoretical analysis illuminating the working of the different measures. It 
is therefore of a somewhere encyclopedic nature, and there is no central analysis 
or conclusion. Indeed, most of the sections of a few pages into which the chapters 
are divided can be read separately. As examples of section headings we may 
name the following: ‘‘ Insurance versus Relief,” ‘‘ The effectiveness of private 
insurance,”’ ‘‘ Health and medical problems,” ‘‘ The duration of benefit payments,’’ 
‘‘ The effect of social insurance premia.” The result is an extraordinarily valuable 
book where an immense number of topics are discussed learnedly and with 
humanity, and where the social and administrative aspects receive as much 
attention as the economic.] 


Norwegian. 


Wo tp (K. G.). Levestandardens @konomi. Oslo: Johan Grundt 
Tanum, 1949. 9”. Pp. 254. 


[This book is concerned with the problem of securing a minimum standard 
of living for the whole population. After an introductory survey of the develop- 
ment of social policy there is a chapter on Means and Ends, where the author 
indicates that he will take the ‘‘ economist qua economist’ attitude. This is 
followed by a chapter, ‘‘ The standard of living in theoretical economics,”’ which, 
fortunately, begins with Adam Smith and not Aristotle. A lengthy discussion 
is then given of how to get from technically defined needs to the minimum income 
requirements of families of different sizes. The points where valuation must 
enter are clearly indicated, and the whole argument is illustrated by reference to 
the work of various nutrition experts, social-insurance standards and so on. 
The various measures of a standard-of-living policy are then surveyed in a two- 
fold classification as redistributory and discriminatory. The short final chapter 
concerns their economic effects.] 
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Swedish. 


THunHotm (L. F.). Svenskt Kreditvasen. Stockholm: Ko- 
operativa forbundets bokfoérlag, 1949. Pp. 280. 

[This excellent survey of the Swedish credit system, though fairly elementary, 
is already a standard work. It is clear, thorough and up to date. The first 
nine chapters describe successively the various banks, the provision of agri- 
cultural credit, mortgage finance and the bond market, while the last four chapters 
deal with the Riksbank and the supply of money, the supply of money and 
the volume of credit, interest policy and the relationships between public finance 
and the credit market.] 


Swiss. 


Probleme der 6ffentlichen Finanzen und der Wahrung. Festgabe 
fir Eugen Grossmann. Zurich: Polygraphischer Verlag, 1949. 
93”. Pp. xiv + 317. S. fr. 25. 


[To be reviewed. ] 


Czech. 


Czechoslovakia on the Road to Socialism. Prague: Orbis, 1949. 
8”. Pp. 193. 

[‘‘ Czechoslovakia,” the Preface declares, ‘‘ has been definitely and finally 
freed from the imperialist camp and has become one of the foremost bastions of 
true democracy and freedom.” The purpose of this book is to set forth the 
progress of Czechoslovakia and the reforms which have been carried through.] 


Scumipt (O.). Mzdovy problem. Prague: Prace, 1946. 8”. 
Pp. 457. Kés. 150. 

(This is a very useful monograph on wages. The author has approached 
the subject both from the economic and from the sociological angle and has shown 
in both fields a detailed knowledge of the relevant literature. After discussing 
wage theories on classical lines, the author proceeds to examine the theoretical 
picture thus obtained against the background of political conditions in a capitalist 
economy. The book suffers from the absence of footnotes relating the author’s 
comments to his sources. A further defect is the absence of an index.] 


Official. 
BRITISH. 


British Transport Commission. Report and Accounts for 1948. 
London: H.M. Stationery Office, 1949. 94’. Pp. vii + 424. 7s. 


[To be reviewed.] 


Census of India. Paper No. 4, 1949. Age Tables—Orissa 1941 
on Y-Sample. India: Registrar General, 1949. 103”. Pp. 20. 


India. Guide to Current Official Statistics. Vol. III. Delhi: 
Manager of Publications, 1949. 93”. Pp. 174. 10s. 

[This volume covers the official statistics of Public Finance, Education and 
Health, the Population Census, Labour and Wages, Consumption, various 
Miscellaneous Items (including Meteorology, Police and Prisons, Elections). 
Under each head are given the main statistical series and information about 
definitions and methods of collection.] 


Report on an Enquiry into the Family Budgets of Middle Class 


Employees of the Central Government. Delhi: Manager, Govern- 
ment of India Publications, 1949. 13”. Pp. 314. 8s. 


[This is a comparative study of family income and expenditure in different 
regions of India. The range of salaries considered was from as low as Rs. 30 a 
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month to as high as Rs. 500 a month. A sample was drawn from the several 
hundred thousand salaried employees of the Central Government. Four 
quarterly budgets were obtained, covering the last quarter of 1945 and the 
first three of 1946. The total number of finally eligible budgets was just under 
6,200. The main results were as follows: total income per family varied from 
Rs. 159 in Madras to Rs. 286 in Delhi; expenditure was nowhere in reasonable 
correspondence with income; the monthly expenditure on food varied from 
Rs. 75 in Madras to Rs. 118 in the Punjab. Rents varied from Rs. 24 in Bombay 
to Rs. 8 in the U.P. A very large proportion of all families are in debt; the 
proportions varied from 75% in Calcutta to 37% in the Punjab.] 


REPORTS OF THE COMMONWEALTH Economic CommiITTEE. Thirty- 
Third Report. A Review of Commonwealth Trade. London: 
H.M. Stationery Office (Commonwealth Economic Committee), 
1949. 93”. Pp. 53. 1s. 6d. 


[A useful review of the scale and pattern of Commonwealth Trade prepared 
by the Commonwealth Economic Committee. In 1948 Commonwealth exports 
were ow. of world exports and Commonwealth imports 30-4% of world im- 
ports. Of the imports of the Commonwealth 34% came in 1929 from other parts 
of the Commonwealth; this figure had risen to 41% in 1938 and stood at that 
level again in 1947. There are useful summaries of production trends, develop- 
ment plans, trade plans and agreements, population changes in addition to a full 
discussion of the trade problems.] 


Review of the Economic Conditions of India with special reference 
to Foreign Trade in 1948-49. Delhi: Manager of Publications, 1949. 
103”. Pp. 238. 18s. 


[A roneo-ed report, issued by the Officer of the Economic Adviser to the 
Government of India, In Section I it provides a full statistical discussion of the 
general economic conditions of India, of the agricultural situation in regard to all 
the main crops, and of the situation in all the main industries, followed by some 
general information about the volume of imports and exports and the balance 
of trade. Section II gives more detailed information about imports. Section III 
gives similarinformation about exports. Section IV analyses the directions of the 
trade. Section V discusses long-term changes in the pattern and composition 
of imports and exports and in the balance of trade.] 


Swaroop (Satya). Census of India, Paper No. 3, 1949. Probable 
Effect of Decrease in Infantile Mortality on Future Population. 
India: Registrar General, 1949. 12”. Pp. 16. 

[This report links directly with the report of the All India Census for 1941. 
The infant mortality rate has fallen from about 190 in 1920 to about 150 in 1946. 
It is estimated that the effects of this fall have been to add about 2°5 million to 
the population of India by 1941. A continuing decline at the same rate would 
add 5-5 million by 1951 and 10-3 million by 1961. An additional 25% full in the 
rate, reducing it to 94 in 1961, would add about a further 2 million to the popula- 
tion of 1961.]} 


THE Economic CooPERATION ADMINISTRATION. Report of the 
ECA-Commerce Mission to investigate possibilities of increasing 
Western Europe’s dollar earnings. Washington D.C.: The Economic 
Cooperation Administration, 1949. 9. Pp. viii + 227. 

[To be reviewed.] 


AMERICAN. 


Hearing before the Joint Committee on the Economic Report 
Congress of the United States eighty-first congress. Washington : 
Government Printing Office, 1949. 9’. Pp. 26. 


[This contains a record of the examination by the Sub-Committee on Monetary, 
Credit and Fiscal Policy of the Joint Committee on the Economic Report (of 
which Senator Paul Douglas is chairman) of the National Planning Association. 
The latter had presented two memoranda on Federal Expenditure and Ri 
Policy for Economic Stability and Fiscal Policy in the Near Future signed by a 
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group of economists with a wide range of opinions. The signatories were Howard 
Bowen, Howard Ellis, Kenneth Galbraith, James Hall, Albert Hart, Clarence 
Heer, E. A. Kincaid, Simeon Leland, Paul Samuelson, Lawrence Seltzer, Arthur 
Smithies, Tipton Snavely, Christian Sonne, Jacob Viner, Donald Wallace; 
Sumner Slichter signed the first, but not the second memorandum. The memo- 
randa deserve careful attention. Among the problems discussed was the annual 
balancing of budgets. The first memorandum says that “‘to insist upon a 
balance in every single year is certainly undesirable and to attain it is probably 
impossible.’’ The signatories doubt whether it is possible ‘‘ to rely exclusively 
on fiscal action to offset fluctuations in private business,” but urge that ‘‘ certain 
automatic devices for bringing remedial forces quickly into play are in a stage 
where they deserve consideration.” As to the immediate future, the group 
saw no clearly discernible swing, either towards inflation or unemployment, 
such as might call for a major change in tax rates or expenditures. But it argues 
that the government should be prepared to act quickly in either eventuality. 
It makes suggestions for appropriate action in either case.] 


International. 


INTERNATIONAL LABOUR OFFICE. 


The Development of the Co-operative Movement in Asia. Geneva : 
International Labour Office, 1949. 94”. Pp. 84. 2s. 6d. 


[A study of recent trends in co-operation and of the means and machinery for 
co-operative development. The report argues the case for a greater attention by 
Governments to the possibilities of co-operation, and closer relations between the 
State and the co-operative organisations. ] 


International Standard Classification of Occupations. Geneva 
and London: International Labour Office, 1949. 94”. Pp. 139. 
3s. 9d. 


[This report was prepared for the recent Conference of Labour Statisticians. 
After discussing the basic problems involved, it provides a proposed international 
standard classification of occupations and shows how occupational unit groups 
in the classifications of Canada, France, the United Kingdom and the United 
States could be made to fit the international classifications. ] 


Labour Problems in Greece. Geneva and London: International 
Labour Office, 1949. 93’. Pp. viii + 381. 10s. 


[This is the report of a Mission sent to Greece, at the invitation of the Govern- 
ment, by the International Labour Office to study the Greek labour laws and 
make proposals for their revision. The work of the Mission has covered em- 

loyment, employment planning, conditions of employment, labour inspections, 

ours of work, holidays, employment of women and young persons, and social 
insurance. There is also a full review of the trade-union situation. After dis- 
cussing the administrative services genera] conclusions are set out and detailed 
suggestions made for improvements. While the Mission recognised that 
thorough-going reform was impossible until the existing emergency was ended, 
it suggested that much could be done immediately to prepare for these 
developments. ] 


Methods of Family Living Studies. Geneva and London: Inter- 
national Labour Office, 1949. 93”. Pp. 63. 2s. 

[A report prepared for the International Conference of Labour Statisticians. 
It covers scope and timing of studies, a methods, classification of receipts 
and disbursements, analysis and appraisal of results, food and diet: analyses, 
special problems in under-developed territories, and farm and other special 
surveys. It ends with a series of proposed resolutions covering each of these 
main issues. } 


INTERNATIONAL MONETARY FUND. 
Annual Report, April 30, 1949. Washington: International 


Monetary Fund, 1949. 9. Pp. 122. 


[This annual report covers the period end-April 1948, to end-April 1949. 
After a general discussion of the international payments problem and of the 
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relative réle of debtor and creditor countries in restoring a workable system of 
payments, there are interesting chapters which deal with cross rates, multiple 
currency practices, exchange restrictions, convertibility, gold policy and subsidies 
to gold production, monetary reserves and the resources of the Fund.] 


UnITED NATIONS. 


Demographic Yearbook, 1948. Lake Success: United Nations, 
1949. 113”. Pp. 596. 50s. 
[To be reviewed.] 


DEPARTMENT OF Economic Arrarrs. International Capital Move- 
ments during the Inter-War Period. Lake Success: United Nations, 
1949. 9”. Pp. 70. 

[To be reviewed.] 


DEPARTMENT OF Economic Arrarrs. Maintenance of Full Em- 
ployment. Lake Success: United Nations (London: Stationery 
Office), 1949. 9”. Pp. 97. 3s. 9d. 


[This report is based on the replies of governments to a questionnaire sent 
out by the Economic and Social Council of the United Nations. The questionnaire 
was designed to elicit information about the full-employment policies of govern- 
ments, the extent to which governments were committed to such a policy, the 
technique of policy making, existing unemployment and existing measures for 
eliminating it, measures—automatic or non-automatic—for preventing the 
emergence of unemployment, and probable policy in the face of a depression, 
if one developed. The latter group of questions, covering such issues as the 
intention to run a budget deficit or to handle balance-of-payments difficulties by 
particular methods, obviously involve the existence or non-existence of an 
immutable policy to handle a hypothetical situation. These are exactly the 
sort of questions to which some governments—and particularly the British 
Government—find it virtually impossible to give a hard-and-fast answer that 
would be equally valid for any alternative political party in power. The United 
Kingdom answers, which like those of six other nations including the United 
States, are printed in full, are at their best when dealing with the current situation. 
They are, almost inevitably, least satisfactory when dealing with a hypothetical 
future in regard to issues not fully covered by the Employment Policy White 
Paper, which is treated as the exposition of current policy.] 


DEPARTMENT OF Economic Arrarrs. Steel Division, Economic 
Commission for Europe. European Steel Trends in the Setting of the 
World Market. Geneva: United Nations (London: Stationery 
Office), 1949. 11”. Pp. 148. Ils. 

[To be reviewed.] 


Economic CoMMISSION FOR Europe. The European Housing 
Problem. A preliminary review. Geneva: United Nations, 1949. 
13”. Pp. 71 and appendices. 


[A roneo-ed survey by the Economic Commission for Europe of the present 
state of the European housing problem. It discusses the general problem facing 
all countries, and particularly the raw-material shortages. It includes appendices 
describing the problems and programmes of seventeen different countries, in- 
cluding the United Kingdom. At the end of the war these seventeen countries 
(Germany is not included) had suffered destruction equal to about 8% of pre-war 
building wealth (the U.K. figure is estimated at 7:1% and that for France at 
76%). This has been reduced by about 1:6% by the end of 1947. At that date 
the equivalent of about 17% of pre-war building wealth was required to raise the 
level of housing to a reasonable minimum.] 


Mission to Haiti. Lake Success: United Nations (London: H.M. 
Stationery Office), 1949. 9”. Pp. xvii + 327. 17s. 6d. 


(The report of the Mission of Technical Assistance sent by the United Nations 
to advise the Government of Haiti during 1948. The report ranges over a wide 
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field of topics, including demographic and health problems, education, production, 
transport, trade, foreign investment and public finance. It provides a very full 
and detailed account of the Haitian economy. The Mission makes a number of 
detailed proposals for the raising of the standard of life. It puts the main em- 
phasis on rural development, but stresses that real improvement must depend on 
the possibility of fostering a spirit of self-help in the people, and the stimulation 
of co-operative ventures. ] 


National and International Measures for Full Employment. Lake 
Success: United Nations (London: H.M. Stationery Office), 1949. 
9”. Pp. vi+ 104. 5s. 

[To be reviewed.] 
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